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You lean on a “broken stick’... 


when you rely only on references 
given you by the customer. 


This true story—taken from the experience of a 
Credit Interchange member—shows what can 


The customer gave four references. 
All reported “discounting” or “pays 
when due.” But— the Credit Manager 
was careful. He asked for a Credit 
Interchange report. Here it is— 


Look it over! == 


It contains all the 
earmarks of trouble 


Trade Information such as this is 
your first notice of approaching trou- 
ble—later to be reflected in other 
ways. But /ater is too late to save 
losses. 


Credit Interchange Bureaus 


CENTRAL OFFICES of the NATIONAL ASSOCIATION 


1154 Poul Brown Building 
ST.LOUIS 1, MO. of CREDIT MEN 


The accuracy of this Report is mot guoronteed. tts contents ore gathered i 
procuring, collecting, communicot 


INDIANAPOLIB 
701-11 
Requesting open terms 
x 30 


x 60 | Slower 

x 
x No Change 
x 


MINNESOTA 
702-655 
Farm S$ Slower 


LOUISVILLE 
702-489 
Hdwe 2-10-30 Slower 
Elec 2-10-3590 
CENTRAL & §$ 
702-489 
PV&L Too Slow 
CLEVELAND 
Slower 


Slower 


1-15-50} x Slower 





Back your judgment with facts. Get the facts by making it a strict 


**For Service 


policy to secure Credit Interchange Reports on all new customers 


—and on old customers. You can’t afford to be without Credit 


Interchange service, particularly now, with the rapid changes in 


business conditions. Ask your nearest bureau—or write 


eneaaiene Credit Interchange Bureaus 
ences NATIONAL ASSOCIATION of CREDIT MEN 


cities. 





512-14 Areade Building . . . ST. LOUIS I, MO. 
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Plan Your Vacation Wisely 


The practice of taking a vacation during the summer is a sound 
idea from every point of view. Man is apt to take better care of 
“ his machinery than of himself. Perhaps an unfortunate thing 
about our expanding vacation movement is the lack of thought 
of a proper program, for though the very word “vacation” suggests a 
time of being free from cares, and the idea of having a plan may 
seem inconsistent, as a matter of fact, it is quite consistent with getting 
the best out of a rest period. That there should be a complete change 
of mental atmosphere goes without saying. That our physical habits 
should be given a rest from routine is another essential. ‘The purpose 
of a vacation is to “recharge the battery,” not alone physically, but 
mentally as well. 


Travel, new contacts, and a different atmosphere gives us a better 
understanding of life. It has frequently been stated that the barriers 


between European countries which make travel so difficult have 
played more than a minor role in the misunderstandings of its 
peoples. In this country, however, the New Yorker on vacation can 
learn about the vast country beyond the Hudson and the Mid- 
westerner and the Far Westerner can learn much from a visit to 
New York. Personal acquaintanceship is a great insurer of under- 
standing. 


Many people have found great comfort in a rest period during 
which they review their sense of spiritual values. Call these periods 
retreats, encampments, or anything you wish, the benefits derived 
bring a great degree of happiness and satisfaction. In a busy world 
the routine and rush of a day’s work gives little time for con- 
templation. People tend to become so absorbed in the inevitable 
details and incidentals of daily life that little time or energy is left 
for an occasional analysis of fundamental goals and the reappraisal 
of ideals and purposes. With the cares of business, of household 
duties, of labor or agriculture put aside for two weeks, there is 
provided a real opportunity for a personal inventory. It would be 
a mistake not to make the most of this opportunity and receive the 
dividends of better health, higher efficiency and greater personal 
happiness. 


H+. tke 
HENRY H. a Mac 


EXECUTIVE MANAGER 
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RADITION has it that the Indians sold the 
‘limed they called Manchonac to Lion 
Gardiner for one large black dog, one gun, 
a quantity of powder and shot, some rum, 
and a few Dutch blankets. Whatever the 
terms of the transaction, the deed of pur- 
chase was later confirmed by an English 
crown grant giving.Gardiner full manorial 
rights. Gardiner moved his family there in 
1639 and formed the earliest English 
settlement in New York State. 

Fair and tactful in his dealings 
with all men, Lion Gardiner was pre- 
eminently fitted for the task of set- 
tling a new country. A remarkably 
close and steadfast friendship existed 
between him and Wyandanch, 
sachem of the Montauks, who in his will 
named Gardiner guardian of his son. When 
the chief’s daughter was captured on her 


No other American estate has been so long in the possession of one family 


The marker tells 
of loot restored 


wedding night and her husband killed by 
other Indians, the bride was restored to her 
parents through Gardiner’s efforts. 
Handed down from one generation to 
the next, Gardiner’s Island prospered but its 
annals were far from uneventful. No place 
along the coast was more persistently fre- 
quented by ocean rovers and by foreign 
enemies in times of war. In 1699 Captain 
Kidd landed there and buried treas- 
ure. For some reason he took the 
proprietor into his confidence, at the 
same time demanding food. The re- 
past so tickled Kidd’s palate that he 
gallantly presented Mrs. Gardiner 
with an exquisite cloth of gold, which 
is still in the family’s possession. 
Less considerate than Captain Kidd were 
the many privateers and smugglers who 
pillaged the island in later years. In 1728 a 
band of desperadoes 
wounded Gardiner 
and carried off all the 
family silver except 
for one tankard. Dur- 


ing the Revolution and War of 1812 British 
soldiers frequently landed there to forage 
for supplies. 

This 3,300-acre island off the eastern end 
of Long Island is still owned by a direct 
descendant of Lion Gardiner, though un- 
fortunately the last manor house was de- 
stroyed by fire in January, 1947. 


The impressive manor house was built in 1774 


The Home, through its agents and brokers, 
is America’s leading insurance protector 
of American Homes and the Homes of 
American Industry. 


* THE HOME «x 


SPrsureence 


NEW YORK 


FIRE - 
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THIS YEAR AND NEXT 


Will The Post-World-War-l Pattern Be Repeated? 


by G. T. THOMAS 
Manager Credits & Accounting, The Sherwin Williams Co., Chicago 


subject for a seer—a general theme which within 

recent months has led more than one economist to 

lay himself open to possible charges of false proph- 
ecy or unfortunate guessing. 

However, since I am not endowed with the gift of 
prophecy, I am deeply grateful to Mr. Ronnau, who 
suggested the topic for my talk. Whether by chance 
or by intention, he has been very generous and has in- 
cluded the word “outlook”. For that one word I am 
indeed thankful as I stand before this group of credit 
executives. I am not called upon to answer the specific 
question, “Will there be a depression, or a recession, 
in 1947-48?” I have been called upon to discuss the 
outlook. I can therefore proceed on the basis of observa- 
tions and conclusions drawn from the facts and figures 
that the credit executive must analyze in the course of 
his daily work, wherever he may be. 


= “The Outlook for This Year and Next”—a great 
he 


Will We Follow Past Patterns? 


In an era following a world war, if past patterns again 
prove true to form, we can expect five to ten years of 
prosperous times—then collapse, with slight recessions 
appearing during the generally good times. According 
to forecasters, we can expect past patterns.to be fol- 
lowed. However, since the last war was different in 
certain respects from previous wars and since at any 
given time there are so many factors influencing business 
for good or ill, we might well ask: Is the pattern going 
to run true to form? Can we expect a period of gen- 
erally prosperous times? I believe we are justified in 
assuming that the pattern will not be drastically altered 
this time. The tremendous production capacity of this 
country is in our favor, we have ample credit for this 
production, and there is a demand for such production 
both in this country’and abroad. 

In an endeavor to arrive logically at our conclusions 
regarding the outlook for the remainder of 1947 and, 
unless the unexpected should happen, regarding the fac- 
tors that can carry over into 1948, let us take the favor- 
able aspects-of the present general situation. 

At this point I am reminded of the plight of a pastor 
of a Negro church in a southern community. Brother 
Jackson, it seems, had fallen out with some of the mem- 
bers of his congregation, and they decided to dispense 
with his services. When the committee delegated to 





An address delivered by Mr. Thomas before the Paint, Varnish, Lacquer 
and Wallpaper Group at the National Convention on May 14. 
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convey the news told the pastor of the decision, he was 
astonished. ‘“Brethern,” he asked, “don’t I argufy?” 
Yes, they agreed there was no doubt that he argufied. 
“Well, then, Brethern, don’t I sputify?” They couldn’t 
deny that he sputified. “Then, Brethern, what seems 
to be the trouble?” he asked. The committee pondered 
that one for a time, and finally one spoke up and said, 
“Brother Jackson, you does not give us the herein of 
the how!” 

In the following analysis I shall first “argufy,” then 
“sputify ;” but as I said in the beginning, I, unlike 
Brother Jackson, have not been called upon necessarily 
to give the “herein of the how.” 


Nine Assets 


On the favorable, or asset, side I should like to pre- 
sent nine specific factors: 

1. There is a strong and sustained foreign demand 
for products of every kind. In addition to this demand, 
the World Bank set-up for reconstruction loans totaling 
at least 10 billion dollars has just started operation, and 
the spending of a 3 billion dollar United States loan 
to Great Britain is now in progress. Thus a large ex- 
port business is conceded for several years. 

2. The national budget is balanced for the 1948 fiscal 
year—the first time the budget has been balanced since 
1930. Expected receipts are estimated to be in excess 
of 37 billions of dollars. 

3. There has been a tremendous increase in consumer 
credit since the end of the war. Federal Reserve Bank 
figures show as of December 1, 1946, consumer credit 
in excess of 9 billion dollars. There was a decline in 
January and February because of seasonal trend, not 
consumer resistance; but estimates still indicate that 
consumer credit for 1947 will approximate 15 billion 
dollars. However, we must not overlook the fact that 
installment buying in 1946-47 places a-lien on 1948 
incomes, ; 

4. National income payments to individuals are at 
an all-time high annual rate of 176 billion dollars, 
equivalent to $1,234 per capita, two thirds above the 
1940 level—a tremendous purchasing power. 


Retail Sales Increase 


5. Retail sales continue at levels well over those of 
1946, which hit an all-time record of 97 billion dollars 
an increase of approximately 35 per cent over sales 


during 1945. In 1946, 127 billion dollars was spent 
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by the consuming public. We should watch, however, 
to see whether present huge production is being con- 
sumed. This factor is of vital importance, but we find 
reason for optimism in the fact that markets for goods 
can arise from surprising sources and in the most un- 
expected places. 

6. Farm income continues high, and independent 
farm economists have estimated this year’s cash return 
at 26 billion dollars. Cash farm income in January of 
this year showed a 40 per cent gain over the figures for 
January, 1946; and there is.an indicated market for 
farm modernization equipment far in excess of the 
demand at any other period in history. For the first 
two months of this year, farmers’ income from market- 
ing and subsidy payments show a 30 per cent increase 
over the corresponding period last year. All of this 
means a tremendous farm purchasing power. 

7. As we review the labor situation, industrial. strife 
—from present indications—is on the wane. Real col- 
lective bargaining prevails; most important is the fact 
that working forces are becoming more stabilized ; there 
is less moving from job to job. Industrial peace more 
than anything else could be a determining factor in 
bringing a more normal balance between supply and 
demand. However, a large number of labor contracts 
are coming up for renewal, and the whole labor picture 
should certainly enter into our thinking credit-wise, for 
business is good when production is good. 


Construction Near the Peak 


8. Building construction is far in excess of that of 
previous years, but it has not reached the proportions 
that we were led to believe could be expected. In fact, 
construction at present is 30 per cent under last year. 
Cost of building has been increasing steadily, but the 
general opinion of those with whom I have talked in 
this industry is that, with present prices, construction 
has very nearly reached the peak. Furthermore, in- 
crease in prices could bring to a halt a much needed 
building. program, and we should bear in mind the 
historical fact that in normal times this country has 
never enjoyed good business when the construction in- 
dustry was not active. 

9. There is, in addition, one more important favor- 
able factor which bears mention: The large backlog of 
deferred and much needed public works. All over this 


great country of ours, plans are being made for a com-- 


prehensive program of public improvements. 

In the main, I believe I have covered the most im- 
portant factors which can contribute to the favorable 
aspects of our economy. All these factors should enter 
into our thinking in regard to what we can anticipate 
from a credit man’s point of view. 


Now the Liabilities 


Having given consideration to the now apparent fav- 
orable factors looking toward the next eighteen months, 
let us take the unfavorable factors in the compilation 
of our analysis: 

1. The price situation is today of extreme importance, 
and I believe you will agree with me that high and ad- 
vancing prices are the greatest danger to business. 
Commodity prices must be considered as subject to 
adjustment in many respects, and a better balance in 
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prices must be reached in 1947, if this adjustment is to 
be made. If prices do not come down soon, consumers 
will not be able to clear the market of everything pro- 
duced this year. If businesses could see their way to 
reduce prices, and to do it of their own free will, a 
recession could no doubt be avoided or at least 
minimized. 

The present price situation also holds the possibility 
that management, in fear of a drop in consumer demand, 
might delay investment in new plants and equipment. 


A Market for Our Production? 


Earlier in this discussion I mentioned past patterns 
and considered whether they will run true to form. 
Prices rose 141 per cent from 1915 to the peak in May, 
1920. A drastic decline then set in, and prices dropped 
43 per cent in the next twelve months. We may well 
ask now: Will prices fall soon enough to take up the 
market for our increased production? 

Then, again, can we reconcile lowering prices in view 
of increased costs? In this connection, we must re- 


‘member that earnings in many industries are at an all- 


time high. A statement made by the late Henry Ford 
pointed out that “a nominal reduction in profits this 
year may be one of the best investments a company 
can make.” : 

International Harvester, no doubt, shares this view, 
as this corporation has made a reduction in price on its 
line. In announcing a cut in prices of Harvester 
products (tractors, trucks, and farm machinery) 
amounting to almost 5 per .cent of gross sales, Fowler 
McCormick explained: “We decided to give the benefit 
of high earnings to customers rather than stockholders 
or employees, because the time is here to recognize 
customers as an integral part of business.” 

Dr. John D. Clark, one of three advisers of the 
President’s Council of Economic Advisers, says: “A 
very moderate drop in prices would be enough to absorb 
the increased industrial production, which will amount 
to 10 billion dollars in 1947.” 

Prices, however, are out of bounds, and there is no 
telling what they will do before adjustment comes. All 
of this is a very definite hazard to be given considera- 
tion by credit executives. 


Hazards to Allow For 


2. The shortage of materials—Raw and otherwise— 
is a matter with which you are all familiar; our own 
industry has this problem to meet. Because of material 
shortages, production schedules in some industries are 
being revised downward at this time. Another shortage 
which we must not overlook is the shortage of freight 
cars. This is a particularly critical factor, because sup- 
plies must be moved to manufacturers and finished 
products must be delivered to consumers. 

3. Next let us look at the question of unbalanced 
inventories. No doubt every one of you during the 
past six months has been confronted with this problem, 
particularly in the industrial field. Some manufacturers 
with a large investment in labor and material have been 
unable to finish their products for lack of some small 
part, or due to labor conditions and thus have been 

(Continued on page 22) 





OLD WORD TAKES ON NEW MEANING 


Credit Must Be Ready For Greater Responsibility 


by R. LYNN GALLOWAY* 
General Credit Manager, Eastman Kodak Company, Rochester, N. Y. 


Department has beeh as a part of the financial 


= In past years the principal role of the Credit 
wy division of any business, and the emphasis has 


been placed on collections and an analysis of the’ 


financial responsibility of the customers of that busi- 
ness. The fundamental yardsticks used are the three 
“C’s” of Credit—Character, Capacity and Capital. 

Conditions.have changed rapidly in a few short years 
and we are changing with them. A greatly increased 
government debt means a higher tax burden for years 
to come. Increased industrial productive capacity 
means heavier fixed charges. Increased taxes, fixed 
charges and other rising costs of production. mean 
lowering profit margins. All demand an increased 
volume of business, which must be successfully devel- 
oped by our system of distribution. 

It is my conviction that the Credit Department is no 
longer just a part of the financial division of a business. 
Its duties have increased—It must now assume a greater 
share of the responsibility for distribution of the prod- 
uct produced. 


Credit Has New Meaning 


The assumption of this increased responsibility does 
not mean that we should discard or disregard these 
fundamentals of credit—Character, Capacity and Cap- 
ital. They certainly are still valid yardsticks, and the 
underlying strength of the system, but they are today 
only the skeleton of credit. Used by themselves, they 
emphasize only the customers’ responsibility. It is up 
to us to assume more responsibility and, in effect, to 
put some meat on this skeleton by injecting new mean- 
ing in that old word—Credit. 

The new meaning I have in mind can be, to some 
extent at least, illustrated by six words, each beginning 
with a different letter of the word “Credit.” The first 
of these is Courtesy. 

Respect for others seems to be a scarce commodity 
these days. It is certainly lacking in international af- 
fairs as we see them reported, and it is not very evident 
in our conduct of national affairs. Brief observation at 
any crowded bus stop will bear out this lack of courtesy 
on a local basis, or if this does not convince you, try 
buying a scarce article in almost any store. 

Courtesy doesn’t cost much, yet it can return a great 
deal in satisfaction to you and goodwill for your com- 
pany. It can be made evident in many ways. Friendly 


*An address delivered before the Chemical and Dye Group at the 
National Convention on May 14 
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letters on collection matters, compliments on good 
financial statements, helpful advice on financial prob- 
lemis, congratulations on the number of years in busi- 
ness, and Christmas Cards, are all expressions of 
courtesy. 

Occasional telephone calls are a good investment. 
You can become better acquainted with your customers 
over the phone, and a personal visit to the customer’s 
place of business is even more desirable. Taking the 
time and going out of your way to make such a visit is 
in itself an act of courtesy that any customer will ap- 
preciate. In addition, any and all of these will make 
your days more enjoyable and at the same time help 
build sales for your company. 


Research Comes Next 


The second word I should like to suggest to you 
is Research. An encouraging step in this direction has 
already been taken by the National Association in 
organizing its Credit Research Foundation, and no 
doubt many of you are charter members. 

The field for credit research is almost unlimited and 
the need for it is urgent if we are to increase the stature 
of our profession. What do we know about the psy- 
chology of credit? What are the strongest appeals 
which can be used in any. given credit situation? 

We can use more information on such subjects as 
cash discounts, length of credit periods, issuance of 
monthly statements, cycle billing, credit interchange, 
and many other practical questions of a similar nature. 

Case studies of financial failures offer a fertile field 
for research. Very few of us as individuals have the 
time to make such studies, yet a research organization 
such as that which is proposed could do the job, distrib- 
ute its findings and. benefit both ourselves and our 
customers. 

Some effective work could be done by this new re- 
search organization in polling the management of our 
respective businesses to find out just what they expect 
of credit executives and what additional duties they 
would be willing to assign. Suggestions could be made 
to management concerning additional responsibilities 
which would be desirable for their credit executives to 
assume, 


Efficiency Is Vital 


Efficiency is the next word on the list, and its impor- 
tance increases in direct proportion to the decrease in 
profit margins with which we are faced in the future. 
Most organizations will be compelled to scrutinize 
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closely all items of overhead, and our budgets are a part 
of the expenses included therein. If we have not done 
s0, it is time we put our own houses in order by adopt- 
ing every conceivable measure of efficiency. 

As one of the few departments of a business which 
has direct contacts with customers, ours is the logical 
one to provide advice on operating efficiency to those 
customers. Our own experience and the sources of that 
type of information which we have at our disposal place 
us in a good position to render a very worthwhile ser- 
vice. We should not overlook this opportunity. 

Customers who do not operate profitably do not stay 
in business very long as a rule, and their places on our 
books have to be taken by other customers, which re- 
quire additional sales effort to secure. Anything we can 
do to add to a customer’s profitable operation not only 
contributes to increased sales to that customer, but may 
also prevent a bad debt loss, while cutting down the 
sales effort otherwise required. 


Credit Profession Lacks Drama 


The next word I have in. mind will undoubtedly sur- 
prise you. It is Drama. I don’t know of any service 
which is used as widely nor benefits as many people, 
and yet is taken so much for granted. If our credit 
structure should fail, however, our present way of life 
would certainly cease. Somehow this fact should be 
dramatized. 

Many novels have been written about the works of 
engineers, artists, lawyers, doctors, and even thieves, 
but who has read a novel about a credit man. The 
glamour just hasn’t been put in the job, and as a result 
I believe our profession is suffering in several ways. 

First, unless we develop this necessary appeal, how 
can we hope to attract to the profession the good men 
we need. All the uninitiated can see about our work is 
the large amount of detail and the many headaches. 
They do not realize the feeling of satisfaction which can 
go with a job that is so important in building business, 
and that can have so profound an effect on individual 
business careers. 

Secondly, if our profession were dramatized more, 
our work with customers would be easier. They would 
be more likely to come to us instead of our having to 
follow them up. We could spend more time on effect- 
ive action and less on the details of the job. 

And lastly, more drama in: the work will increase the 
stature of the credit man in his own organization. By 
attracting more attention, more opportunities to assume 
additional repsonsibilities will occur. The assumption 
of more responsibility will increase his value to his own 
organization, and from then on it is “Ceiling Unlimited.” 

A large part of this “Drama” can be put into the work 
by effective action on the part of the National Associa- 
tion, and particularly the Credit Research Foundation. 
However, in the last analysis, how it is done, when it 
is done, and how we benefit from it will depend on us 
as individuals. 


Credit Men Need Idealism 


I have heard the observation made that Credit Men 
deal only in facts and figures. I disagree. Facts we 
must have, but before facts come ideals, and my fifth 
word, therefore, is “Idealism.” 
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CORRECTION 


In last month’s issue there was a review of Professor 
William J. Shultz’s new book, Credit and Collection 
Management. The review stated that the price was $4.75. 
That is incorrect. The book is available to educational 
institutions at that price if it is adopted as a text. The 
price to individuals is $6.35. 





As credit men we certainly have a desire to be good 
citizens, and as good citizens we should be willing to 
fight to preserve our way of life. This way of life in 
which we believe and enjoy, and the credit structure 
within which we operate are characterized primarily by 
two things—freedom of enterprise and the securtiy of 
property rights. 

No one group is in a better position than our own to 
see the way in which these two fundamental principles 
of government operate. No one should be more inter- 
ested in preserving them. 

Our contacts with customers offer us many opportun- 
ities to promote such ideals and to encourage others to 
promote them also. I do not believe we can discharge 
our responsibilities properly if we are not idealists and 
it is important that we fight for our ideals now. 


—And Lots of Training 


My last word is Training. Because of the war there 
has been little opportunity for training in the credit 
profession the last few years, and our efforts along this 
line should certainly be redoubled now. 

In addition it seems to me that the scope of our train- 
ing should be broadened. Our work is becoming more 
complex, our responsibilities will increase and the back- 
ground of the men and women coming into the pro- 


‘ fession should be improved. 


Except in isolated instances, the only credit training I 
know about is that carried on by local Associations, 
sponsored by the National Association. Isn’t our work 
important enough to have several specially designed 
courses made a part of a college business administra- 
tion program? This, in itself, would suggest the credit 
profession to desirable students and provide them with 
opportunities to train themselves specifically for it while 
they are still in school. 

On-the-job training is equally important, and here 
also some thought should be given to a definite program. 
Perhaps we should conduct a study first to determine 
the important characteristics required in a person to 
insure his making a success of the work. Too many 
in the past have probably drifted into credit work 
through the side door. 

Next, just what fundamental on-the-job training is 
most desirable and practical? Finally, how best can 
we turn over responsibility to our younger associates so 
they may secure more important experience under our 
guidance, and at the same time acquire an ever growing 
interest in Credit as a profession ? 

Courtesy, Research, Efficiency, Drama, Idealism, and 
Training add further meaning to the word Credit for 
me. If you disagree I shall be interested in your opin- 
ions. If you agree with me I hope you will help pro- 
mote this philosophy. 





COLLECTION WITHOUT TEARS 


How To Get The Money and Keep Them Happy 


by OWEN S. DIBBERN 


General Credit Manager, The Paraffine Companies, Inc., San Francisco 


limited because it does not resolve itself into a 

question of painlessly relieving the customer of 

his money. The subject under discussion goes 
much deeper. It delves into our personal attributes 
and how they are to be applied toward the results we 
hope to accomplish. 


= The ramifications of this subject are almost un- 
ie 


Therefore, let us consider this subject under three 
general classifications: 

First: What type of Credit Manager are we? 

Second: What do we hope to accomplish? 

Third: What are some of the better methods of ac- 

complishing the task we have before us? 

First—“What type of Credit Manager are we?” Do 
we have a chip on our shoulder? Do we work on the 
‘theory that 98% of the people are dishonest? Do we 
consider every prospective customer “guilty until he’s 
proven innocent”? Do we unwittingly humiliate and 
belittle a customer? Do we have a tendency to be 
argumentative “wise-cracky” and sometimes domineer- 
ing? Do we believe it is our job to pass on only those 
accounts which, in our opinion, will never develop into 
a credit loss for our Company? Are we critical of our 
salesmen to a point where they refrain from assisting 
our Credit Department? If any of us fall into this 
category, we are not fulfilling the precepts of our pro- 
fession. 


But, on the other hand, if we are considerate of the 
feelings of our customers—if we place ourselves in the 
other fellow’s position—if we endeavor to look at the 
immediate problem from the customer’s point of view 
—if we know that 98% of the people are honest and 
trustworthy—if we reflect a cheerful, yet an analytical 
attitude—if we can exercise the finesse to make a cus- 
tomer anxious to live up to the confidence we have 
placed in him, then we are coming more closely to the 
requirements of good Credit Management. We, as 
Credit Managers, must reflect an attitude that will com- 
mand the respect and confidence of our customers, our 
fellow company executives and its sales representatives. 
We are dealing with all types of human emotions in 
credit work—with people who are well meaning, sensi- 
tive, hard working, and anxious to make of themselves 
a success; otherwise they never would have started 
their business venture. It is to those emotions we must 
appeal. We will be rewarded to the degree of our 
efforts. 


An address delivered before the Paint, Varnish, Lacquer and Wallpaper 
Group at the National Convention on May 14. 
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Therefore, we must analyze ourselves first before we 
consider the question “GETTING THE MONEY 
AND KEEPING THEM HAPPY”, because our let- 
ters, our attitude toward our customers, our determina- 
tion to succeed in our efforts, our personalities, and our 
manner of expressing ourselves will all have a very 
definite bearing on the results we accomplish. 

Having made this analysis of ourselves and having 
determined our purpose, let us consider the next sec- 
tion of this question—‘‘What do we hope to accom- 
plish?” Here we are confronted with another group 
of situations too numerous to mention, such as: 


(a) Collections where the Claims Department “stands 
pat” and the Company is not considered at fault. 

(b) Getting cash on the first order. 

(c) Correcting the “unearned cash discount” abuse. 

(d) And, of course, the never-ending group of over- 
due accounts with all of their ramifications and 
peculiar, yet interesting, characteristics. This in 
itself is an entire subject. 


(e) Are you glad to have a new customer? If you 
are, tell him . . . he'll be forever grateful. 


Credit Man and Chemist 


Credit Managers have been called many things. 
Whatever they are, the descriptions are, in most in- 
stances, deserved, whether they be good or bad. Com- 
parisons too have been made. One of the best analogies 
I have heard was expressed by Mr. F. S. Walden, Vice 
President and Treasurer of the Strevell Paterson Hard- 
ware Company in Salt Lake City. Perhaps I like it 
because it is typical of the rugged far west. Mr. 
Walden compares a Credit Man with a Chemist. And, 
I quote: 

“A Credit Man in many respects may be compared 
to the Chief Chemist at a Smelting Plant. An analysis 
is made at the intake. If the assay is not high enough, 
the business is refused, and the flow, by this weeding 
out process, is kept healthy and productive. I suppose 
the Chemist also experiences many surprises. He finds 
copper where gold was supposed to exist, or lead in the 
place of silver. On the other hand, he may put thru 
some red clay to see what happens, and is delighted to 
discover a trace of iron. When the year’s run has 
been finished (our fiscal year), he assays the slag (the 
suspense account) thus discovering how low the values 
run!” 

Sometimes we hope to accomplish the impossible. 
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Therein lies our greatest challenge and the more we 
strive to accomplish it, the better over all general re- 
sults we attain . . . for instance, those collections where 
the Claims Department “stands pat”, all of which brings 
us to our third and last sub-division: “What are some 
of the better methods of accomplishing the task we have 
before us?” 


Rejection without Rancor 


Here is a letter addressed to one of our customers 
which maintained his:good-will even though it was nec- 
essary to reject his claim. 


“Dear Mr. Smith: 


For over a year we have been carrying on your 
account this claim-.of $186.10. To review the 
claim for a moment, it is made up of two items— 
one for freight, the other for labor. We found 
upon investigation that full freight was allowed on 
the original invoice covering the replaced ma- 
terial. Our Adjustment Department has declined 
that portion of your claim for this reason. Then, 
too, you charged us labor to re-apply some of our 
material. It has been a long established policy 
of our Company that labor claims cannot be al- 
lowed; otherwise an endless amount of trouble 
would result. 


Several people have been involved in the proper 
adjustment of this claim in your behalf including 
Tom Ryan, Jim Morgan, Robert Cordova, Harold 
Jensen and others. Finally, after quite a lengthy 
discussion between your Mr. Walter Duncan and 
our Mr. Morgan back in March of 1946, Mr. 
Duncan, after admitting that the claim for freight 
should not have been made, told our Mr. Morgan 
that he would not argue over the labor portion 
of the claim. 


It is not our purpose here to carry on a chain 
of correspondence on a matter which could very 
easily become irritable. We therefore respectfully 
urge you, Mr. Smith, to withdraw your claim for 
$186.10 and include its payment in one of your 
forthcoming remittances. 

Cordially yours” 


First we purposely made a review of the claim to 
let Mr. Smith know it had not been slighted and that 
many men in our organization had given it their time; 
also that we were appealing to his sense of fairness in 
requesting that he withdraw the claim. We made no 
mention of turning him down cold—we were asking 
him to withdraw his claim. The claim was paid. The 
customer continued buying from us and, I might add, 
we stopped the placement of many orders because this 
customer was inclined to present an unjustified number 
of claims. 


Postponing Credit 


Getting cash on the first order (or C. O. D.). This 
indeed is one of the most delicate cases to handle. . It 
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could mean a considerable loss of business to any com- 
pany, depending upon the customer’s initial treatment. 
Wé try to soften the blow by conveying to the cus- 
tomer how he has put us “behind the eight ball’, so to 


“speak, by not giving us any information when submit- 


ting his order. The following letter has been effective 
on many occasions: 


“Dear Mr. Saunders: 


Thank you very much for the order we received 
this morning for $125.68. However, you have 
placed us in somewhat of an embarrassing position 
because you overlooked sending us any credit in- 
formation about your company, along with the 
order, and we want you to have this material 
quickly because we know you must be in need of it. 
How would it be if you allowed us to send this 
first order collect—then in the meantime you could 
supply us with a few references—perhaps fill out 
the attached form too—so that your subsequent 
orders could be filled promptly and an open- 
account arrangement established, which we hope 
will be used by you for many years to come. 


However, in order that we may quickly know 
how to handle your present order, will you please 
write us at once? 

Cordially yours” 


Notice the conversational tone of the letter and the 
way it avoids a harsh refusal. It is designed primarily 
for individual contractors, plumbers, painters—individ- 
ual entrepreneurs who are often much more sensitive 
of their credit standing than the bigger fellows—that 
type of account where the Interchange Bureau or the 
Mercantile Agency may have little or no information. 


The Discount Problem 


Correcting the unearned cash discount abuse: On 
this type of collection one must definitely appeal to the 
customer’s sense of fair play. He should be made to 
understand the injustice done to the majority of cus- 
tomers who invariably discount their obligations. The 
contractual relationship surrounding the purchase should 
be pointed out or the advisability of a low interest bank 
loan to avail oneself of the liberal discount terms. 
Firmness is required, because the longer the abuse is 
allowed, the more difficult it becomes to correct it, and 
the Company will lose prestige and respect among the 
trade. Terms were meant to be complied with and it 
is the transference of that thought to the customer, 
either by phone or by letter, which requires tact and 
diplomacy. Here is a letter which might be considered 
helpful : 


“Dear Mr. Smith: 


When you paid your account last month, we al- 
lowed your deduction of unearned cash discount | 
because your check was received only a few days 
beyond the time the discount period elapsed. 


However, when your check was received today— 
ten days beyond the elapse of the discount date— 
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we were confronted with either returning your 
check or applying the net amount to your account, 
charging back the unearned cash discount. We 
decided to do the latter, because we knew that once 
our position was explained you would include this 
unearned cash discount in one of your forthcom- 
ing remittances. 


In the first place, we make no provision in our 
prices for terms extended beyond the discount 


period because it costs money to carry accounts . 


receivable and we lose the turn-over of that capital. 


Secondly, when you placed your order with us, 
we entered into a contractual arrangement with 
you whereby we agreed to furnish merchandise 
of quality at a fair competitive price on definite 
terms of sale. If we had not fulfilled our part 
of the contract, we would have heard from you 
forthwith. We supplied all those things you ex- 
pected but you did not fulfill your part of the 
contract by paying for Pabco Products in accord- 
ance with the terms of sale. 


Thirdly, and this is just as important as the other 
two, we are “letting down” those hundreds of 
customers of ours who discount their purchases 
by the 10th of the following month. Cash dis- 
count is a premium offered by us to those cus- 
tomers who pay in strict accordance with terms 
of sale; not earned, it should never be deducted. 


For these reasons, we respectfully urge you to 
refrain from deducting any future unearned cash 
discount and reimburse us for the discount er- 
roneously deducted from the payment under dis- 


cussion, 
Cordially yours” 


The Slow-Pay Accounts 


There will always be a certain number of over-due 
accounts with us which call for all manner of letters. 
Much has been written on this subject. All of us can 
stand some improvement. One of the best methods I 
have found is to keep a private file of good letters you 
have written, together with various articles and samples 
of letters often appearing in our own “Crepir & 
FINANCIAL MANAGEMENT” as well as other publica- 
tions. I have found that frequent reference to this file 


brings about a more effective debtor approach. We 


should always welcome new workable ideas. Here’s a 
new one which may be helpful. We. have a good ac- 
count who allowed himself to become SLOW with the 
trade. We wrote the customer the usual FIRST RE- 
MINDER, with no results. Ten days later we sent 
the following letter : 


“Dear Mr. Stevens: 


On August 27 we corresponded with you regard- 
ing your over-due account with us amounting to 
$2,029.44. We are sorry that your check was not 
received by August 30 to avoid carrying the over- 
due balance into this month’s business. 











Despite the scarcity of building products in gen- 
eral, particularly basic raw materials, we do every- 
thing in our power to satisfy our customers’ de- 
mands and when this effort on our part is met 
with delayed payment of an account, or no ex- 
planation of why payment is being withheld, it 
places such a customer at a distinct disadvantage 
because he is not permitted to pursue a volume of 
business which normally he should acquire. 


When regular terms of sale expire, the amount 
owing falls into the category of a capital loan, 
necessitating our Company charging interest on 
all such over-due accounts. 


To assist our Company in gaining a more accurate 
appraisal of your business, without the necessity 
of depending upon outside sources of information, 
we are enclosing a FINANCIAL & OPERAT- 
ING STATEMENT form which we would like 
to have you fill out and return to us by Tuesday, 
September 10, together with your check for 
$2,029.44, or the reason why payment is being 
withheld at this time. 
Cordially yours” 


You will notice in the second paragraph of this letter 
that we endeavored to point out to Mr. Stevens that 
two things would probably happen to his account— 
that he would be refused further credit, and, by reason 
of the curtailment of supplies of our materials, he would 
not be able to expose himself to profitable business in 
his area. I might add that within a few days after this 
letter was written the account was paid in its entirety. 
The customer is still buying our products and all sub- 
sequent purchases have been discounted. 


Welcoming the New Account 


Are you glad to have a new customer? If you are, 
tell him, because he will be forever grateful. Customers 
like to have complimentary things said about them. 
When a series of notes have been paid or he has ful- 
filled a contract requiring monthly payments, compli- 
ment him upon the manner in which he has fulfilled 
his Agreement. Even though you know the customer 
intimately and have thanked him personally, he still 
likes to have a letter from the Company singling him 
out as one who has performed well. 

Recently we opened a new distributor in Texas. 
Through our salesman, we were given a Financial 
Statement during the time the account was under con- 
sideration as a distributor. We could have opened the 
account and said nothing further about it. However, 
we chose to do the courteous thing, so we sent the cus- 
tomer the following letter: 


“Dear Mr. Arnold: 


A few days ago this office was very pleased to 
approve an initial order for approximately $1,- 
200.00 worth of Pabco Products to be shipped 
from our Somerville, New Jersey, factory. 

This order was approved immediately because this 
department had for several days been in possession 


(Continued on page 24) 
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The Credit Executive’s Library 


by DR. CARL D. SMITH 


Director of Education, National Association of Credit Men 


America’s Needs and Resources. By J. Frederick 
Dewhurst and Associates of the Twentieth Century 
Fund. Published by The Twentieth Century Fund, 
New York. 1947. Price $5.00. 

This is a most comprehensive survey and well worth 
the investment of time and effort on the part of every 
business executive to read the full report. It measures 
past accomplishments and estimates future output and 
needs in every important part of our economy. The 
findings in this report are startling to those who have 
not delved deeply into the economic development of 
our great nation. Here are a few of the more sig- 
nificant ones: 

1. The net output of our nation was 27 times larger 
in 1944 than it was in 1850, produced by a labor 
force only 8% times larger and working an average 


of 47 hours a week instead of 70 hours. The dollar’ 


value of this output in 1944 was $161 billion as com- 
pared with $6 million in 1850 in terms of 1944 values. 

2. The average per capita annual income, men, 
women and children, has increased from $270° per 
person to $1,170 in 1944, 

3. In terms of 1944 prices, the gross national output 
of all goods and services, may well reach $177 billion 
in 1950 and $202 billion in 1960, provided we operate 
our economy at the same level we maintained during 
the last half of the 1920's. 

4. Those employed by 1950 would total 57 million 
and by 1960 the number will be 60.2 million, as com- 
pared with 47 million in 1940. An allowance, is made 
for 3 million unemployed each year. 

5. The average work week in 1930 was 47 hours, 
43 hours in 1940, and seems destined to go down to 
41 hours in 1950 and 38 hours by 1960. 

6. Taking the average increase of all the decades 
between 1850 and 1940 of the output per man-hour 
of work, this output may well increase by 18 percent 
or more during the decade between 1950 and 1960. 
The American worker today in one hour of work, 
when he works, produces more than a worker anywhere 
else on earth, or at any other time in history. —;.. 

7. Taking into account the probable demand based 
on needs to supply’ every living American with the 
minimum standards of health and decency in food, 
clothing, shelter, medical care, education, and other 
goods and services, our gross national output would 
be 13 percent greater than the $177 billion estimated 
for 1950 or $200 billion, and 8 per cent greater than 
the $202 billion estimated for 1960, or $219 billion. | 

8. The lie is given to the fatalistic philosophy that 
America no longer possesses a frontier and an economic 
future. The American: economic system is a dynamic, 
growing enterprise, and holds possibilities for still 
greater expansion in many areas. ‘The unsatisfied 
minimum needs of our people, to say nothing of the 
rest of the world, if met may well put upon, our pro- 
ductive plants a load probably beyond our capacity, to 
Carry, 

The alert business executive will revel in the pages 
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of this splendid and thoroughgoing survey report. His 
perspective will be widened, his courage will be renewed, 
and his faith in America and her economic system will 
be regenerated with new power and purpose. 


The Challenge of Industrial Relations. By Sumner H, 
Slichter, Lamont University Professor, Harvard Uni- 
versity. Published by Cornell University Press. 1947, 
Price $2.50. 

The enactment of the Taft-Hartley Bill places upon 
every executive who employs others to assist him in 
the conduct of his industry or business, the responsibility 
of learning what is involved in this problem of indus- 
trial relations. Dr. Slichter throws a clear light upon 
the basic relationships between the employee and the 
employer and what should be the proper division of 
our national income among the various contending 
economic groups. 

Dr. Slichter refuses to dodge issues and presents 
in his usual clear and forthright manner helpful answers 
to six basic questions as follows: 

1. How does the rise of trade unions affect the 
management of business enterprises? 

2. What are the economic consequences of the wage 
policies of unions? 

3. How do trade unions conduct their own affairs? 
Are their procedures democratic? 

4. How effective is collective bargaining in producing 
settlements of industrial disputes ? 

5. What obligations should the community impose 
upon unions, and what rights should it give them? 

6. What can be done to make unions more effective 
instruments for advancing the general welfare? How 
can they contribute to national prosperity and industrial 
democracy ? 

Here is a book that every personnel executive and 
every top-management executive should read and re- 
read in the light of current developments. The future 
of industrial relations for these executives will be 
easier and brighter by reason of the helpful guidance 
that Dr. Slichter furnishes so well in his presentation. 
A sample of his writing follows: “The rise of unions 
constitutes an epoch-making change in the economy— 
quite comparable to such institutional changes as the 
rise of the modern credit system or of the corporation. 
Unions are no longer simply organizations which put 
workers in a moderately better bargaining position in 
dealing with employers. They are the seats of great 
power—of the greatest private economic power in the 
community. Their policies from now on will be a 
major determinant of the prosperity of the country. 
If their policies are farsighted, if unions see their stake 
in the prosperity of the community as a whole, unions 
will make a major contribution toward building a 
greater civilization in America. If unions are narrow, 
uninformed, and shortsighted in their policies, they 
will be as great a problem for the community as ‘was 
the parochialism of the towns and small principalities 
in the later Middle Ages.” 
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THE COMPLEAT CREDIT MANAGER 


Background, Education, Understanding Are Essential 


by R. B. RUCKER 


Vice-President, Los Angeles Division, McKesson & Robbins, Inc. 


A credit department in any business, particularly 

the wholesale business, has a most important role 

to play in the successful function of that business. 

Outside of the sales department’s contacts with 

the retailer in the wholesale business, the next most im- 

retailer in the wholesale business, the next most im- 

portant contacts, from a'sales standpoint—in addition to 

the contacts for credit purposes—are the contacts made 

by the members of the credit department. We want 

our credit department personnel to be equipped with 

the. proper. background, education and understanding 

to enable'them:to be able to ask for money and at the 
same time ask for business. 

Too many times we have seen results of the actions 
of a biased and near-sighted credit manager or depart- 
ment severely hamper the sales efforts of the organiza- 
tion, and many times, as well, factually lose thousands 
of dollars worth of business for that concern. 

A credit manager must understand cooperation. 

By understanding cooperation, we mean just that— 
understanding which leads to cooperation, and coopera- 
tion based upon understanding. The credit man must 
understand the commodity field in which the house 
operates. He must understand its relationship to its 
customers and he must understand the significance of 
management and sales policies as they bear upon the 
customers. 

A credit manager must most certainly have a basic 
understanding of the customer himself. He should 
know the customer’s financial strength, his current and 
potential volume, and his relative standing among the 
other retail outlets in his community. 


What Management Expects 


We insist on our credit department functioning for 
us as follows: 

1. Extending credit only after the proper. credit in- 
formation is obtained and good judgment exercised 
in opening an account for a retailer, based on complete 
knowledge of his financial background, character and 
personal habits, in addition, of course, to statistical 
information as to prior records of financial transactions 
in which the retailer was involved. 

2. We likewise insist upon the strict adherence to 
the credit policy as laid down by our organization, deal- 
ing with the following essential credit. facts: 

(a) Extension of credit. 

(b) Allowance of discgunts for prompt payment. 

(c) Handling of interest on indebtedness. 
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_ penses and net profits. 


(d) Following company policy on extension of post 
datings. 

(e) Proper adherence to the practice of taking trade 
notes for past due open accounts. 

(£) Following established practices in accepting open- 
ing orders for new retailers. 

3. The prompt follow-up and collection of accounts 
due is essential within the specified credit terms offered 
to our trade, without favoritism. 

4. The maintenance of current and up-to-date credit 
files, with reference to all accounts sold, and, of course, 
the prompt acquisition of credit information on all new 
accounts, without fail, is exacted. 

5. Our credit manager in particular, and the depart- 
ment in general, should be well equipped and versed 
with information relative to general trade conditions. 
This information should be passed along to our individ- 
ual retailers for their benefit inasmuch as this service 
to them is as important, or perhaps more so, as the fact 
that we offer them goods and service on a competitive 
basis with those available from other concerns. 


Must Know Accounting 


6. Our credit manager and department should be 
thoroughly versed and up-to-date in their knowledge 
of accounting practices and methods. It is of extreme 
importance to us that our retailers be kept in the best 
possible financial condition, and such is only possible by 
our maintaining accurate and up-to-date accounting 
records of their business, which should always be avail- 
able to a wholesaler, who invariably is. the largest cre- 
ditor of a retailer. This is one of the first prerequisites, 
and of utmost importance to any man in business, in 
order that he might know, daily, monthly and annually, 
the necessary financial breakdown of his income, ex- 
In our case, we have seen 
many examples of laxness and inattention on the part 
of the retailer to his bookkeeping procedures and rec- 
ords. A wholesaler can only remain healthy as long as 
he insists upon maintaining a healthy position for his 
retailers upon whom he depends for business. 

7. Our credit department must insist upon regular 
periodic contacts with all of our salesmen, relative to 
current conditions in various communities, and specific 
current conditions of retailers in his territory as to any 
changes in store volume, in personal habits, remodeling 
operations, etc. All of these factors havea definite 


(Continued on page 18) 
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NOTES ON NOT BEING MISLED 


What Does An Auditor’s Statement MEAN?* 


Balance-sheets and income statements submitted 

as a basis for credit, or in reports to stockholders, 

’ are commonly audited by independent certified 

public accountants. The “certificate” or report of 

the accountants precedes or follows the financial state- 

ments. It tells briefly what the auditor did and gives 

his opinion as to whether the financial statements fairly 

present the financial position and results of operations of 

the concern for the period under review. Many bankers 

and investors have only a hazy idea of what the auditor’s 

certificate means. Some think it means more than it 

does. Many think it means less than it does. This 
leaflet explains what it does mean. 


Responsible, Expert Judgment 


The word “certificate” is somewhat misleading. 
Actually the auditor cannot “certify”, in the sense of 
guaranteeing, that financial statements are “correct”. 
Why not? Because accounting is not an exact science: 
human judgment and estimate necessarily enter into the 
classification and allocation of business transactions 
among various accounts, and various periods of time. 
Depreciation reserves, bad-debt reserves and inventory 
pricing, for example, are to some extent contingent on 
probabilities—what is expected to happen in the future. 

But out of experience, “generally accepted account- 


‘ing principles” have developed for the guidance of the 


accountant in exercising individual judgment. And 
“generally accepted auditing standards” require that the 
auditor’s judgment be based on an examination suffi- 
cient to warrant his expressing an opinion. 

The terms “generally accepted accounting principles” 
and “generally accepted auditing standards” are not just 
empty words. The accounting profession has developed 
a large body of authoritative rules.. Although basic, 
these undergo modification and revision in response to 
changing conditions and to reflect improved accounting 
and auditing practices. Examples of modern thought 
on accounting and auditing problems are the series of 
Accounting Research Bulletins and Statements on 
Auditing Procedure issued by committees of the Ameri- 
can Institute of Accountants. 

_ No opinion can be any better than the man who gives 
it. The certified public accountant receives his title 
from the state after satisfying educational and experience 
"* This is a pamphlet published by the American Institute of Accountants 


for the guidance of credit grantors, bankers, investors and others who 
rely on the information in financial statements. 
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requirements and passing stiff examinations in auditing, 
accounting theory and practice, and commercial law. 
His C. P. A. certificate may be revoked for bad work. 
His professional societies hold him to a rigid code of 
ethics, which stresses independence and impartiality. So 
he stakes his professional reputation and career on his 
opinion that financial statements fairly show what they 
purport to show. 
The certified public accountant’s opinion, therefore, is 
far from being merely a wild guess. It is the opinion 
a) of an expert in accounting and auditing, who 
b) is independent of the management, and 
c) is professionally responsible for what he says. 
This opinion 
d) is based on adequate examination of the facts, and 
e) is a report on the concern’s use of generally ac- 
cepted accounting principles, consistently main- 
tained. 


Read the Auditor’s Opinion 


In order to understand an auditor’s report, it is neces- 
sary to read it carefully. Not all reports are in the same 
language. Some are long, some are short. Some con- 
tain exceptions. Some contain no opinion, which means 
that the auditor merely recites what he found, and in- 
tends to take no responsibility for the fairness of the 
financial statements as a whole. It is a great mistake 
to assume that the mere appearance of an accountant’s 
name on a report means that everything is all right. 
Read what he says. His opinion is what counts. 


What an Auditor Says 


Auditor’s reports often contain extensive explanatory 
comments on particular items in the financial state- 
ments. The essence of the report, however, is the state- 
ment of what he did and what he thinks. This essential 
part is often boiled down to what is known as the 
“standard short form of auditor’s report”. The typical 
“short form” may read like this: 

“We have examined the balance-sheet of the........ 
cpa oam Company as of (date), and the statements 
of income and surplus for the fiscal year then ended, 
have reviewed the system of internal control and the 
accounting procedures of the company and, without 
making a detailed audit of the transactions, have ex- 
amined or tested accounting records of the company and 
other supporting evidence, by methods and to the extent 
we deemed appropriate. Our examination was made in 
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accordance with generally accepted auditing standards 


applicable in the circumstances and included all proce- 


dures which we considered necessary. 

“In our opinion, the accompanying balance-sheet and 
related statements of income and surplus present fairly 
the position of the Company at 
(date), and the results of its operations for the fiscal 
year, in conformity with generally accepted accounting 
principles applied on a basis consistent with that of the 
preceding year.” : 

This statement is the one recommended by the com- 
mittee on auditing procedure of the American Institute 
of Accountants in 1941. Although it represents the 
phraseology widely used, deviations are not unusual. 
At the present time, in fact, the Institute’s committee on 
auditing procedure has in mind suggested changes. 
Many reports are made in longer form, especially when 
the financial statements are presented to banks for 
credit purposes. In the longer report the auditor gives 
more detailed comments on his examination or on speci- 
fic items in the financial statements. The longer form, 
however, ordinarily contains language similar to that in 
the “short form” report. Again, look for the opinion. 
Read it. If it isn’t there its absence is significant. 


What the Auditor Does 


What is behind the auditor’s assertions? In essence, 
the report states: 

That the auditor has examined the balance-sheet as 
of a given date, and the statements of income and surplus 
for the period indicated. 

“Examined” means more than “looked at”. It means 
“examined as a professional accountant”, or “audited” 
as explained in the following paragraphs. 

Some years ago the term “balance-sheet audit” was 
in common use. But because of increased recognition 
of the significance of statements of income and surplus 
as well as the balance-sheet, accountants prefer to call 
their audits “examinations of financial statements”. 

That the auditor has reviewed the system of internal 
control and the accounting procedures of the company. 

He does this to judge how far he may rely on the ac- 
curacy and soundness of the records and the internal 
accounting. If they are not good, he will have to make 
more extensive tests than otherwise; if good, his tests 
may be less extensive. 

That the auditor has not made a detailed audit of the 
transactions. 

This assertion is occasionally omitted. It is merely 
intended to make it clear that the auditor does not check 
every transaction. This would be far more expensive 
than the results would justify. 

That the auditor has examined or tested accounting 
records of the company and other supporting evidence 
by methods and to the extent he deemed appropriate. 

This means that he has examined in detail some trans- 
actions, by reference to the books and underlying docu- 
ments like vouchers, invoices, and minutes; that he has 
tested other groups of items by the sampling method— 
for example, confirming a selected portion of accounts 
receivable. The methods may vary—as in confirming 
receivables the “positive” or “negative” confirmation 
may be used. The extent of his verification and testing 
must depend on the reliability of the internal accounting 
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and control, and on the results of his initial tests. In 
other words, if he finds an error, he will go further, until 
fully satisfied that it does not signify the existence of 
more errors. Be it noted that the auditor cannot escape 
responsibility for the adequacy of his examination. He 
cannot “deem it appropriate’ to do less than generally 
accepted auditing standards would require in the cir- 
cumstances. 

That the auditor's examination was made in accord- 
ance with generally accepted auditing standards and 
included all procedures which he considered. necessary. 

This is an assertion that he has made his audit in a 
manner which would meet the qualitative auditing 
standards generally accepted in his profession; and, 
further, that he has omitted no step or audit procedure 
which he believed should be taken in this case, with due 
regard to materiality and risk involved, as well as to 
the size and nature of the business. ' 

All this description of what the auditor did is purely 
explanatory. It could just as well be said in other ways. 
It is not intended to limit the auditor’s responsibility— 
if he gives an unqualified opinion he will be held ac- 
countable for having made an adequate examination 
anyway. 


The Opinion 


The vital part of the auditor’s certificate is the 
opinion: “In our opinion, the accompanying balance- 
sheet and related statements of income and surplus pre- 
sent fairly the position of the Company 
at (date), and the results of its operations for the fiscal 
year, in conformity with generally accepted accounting 
principles applied on a basis consistent with that of the 
preceding year”. 

“Present fairly” is a better phrase than “are correct”, 
because, as explained before, the presentation of finan- 
cial statements involves more than mere arithmetical 
correctness—it requires judgment and estimate. But 
such judgment and estimate cannot be capricious ; they 
are based on generally accepted accounting principles, 
as described in professional accounting literature, and 
official pronouncements of authoritative bodies, and as 
reflected in business practice and custom. 

Within the limits of generally accepted accounting 
principles there may be optional accounting methods. 
There are a number of acceptable methods of deprecia- 
tion, and of inventory pricing, for example; some better 
suited for certain types of business, perhaps than for 


others. But changing methods from year to year would 


distort a company’s cumulative financial record, and 
impair the comparability of statements of different 
years. Hence the statement of the auditor as to whether 
accounting principles have been applied on a_ basis 
consistent with that of the preceding year. If a com- 
pany, with good reason, does make a change in methods, 
the new method must be in accordance with generally 
accepted accounting principles. When the change is 
significant or produces a significant effect on the com- 
parability of statements, it must be disclosed. 


Exceptions 


If the auditor for any reason cannot or does not fol- 
low some of the procedures in his examination that 
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generally accepted auditing standards require or that he 
considers necessary in the circumstances, he should say 
so in his certificate; but if he is able to satisfy himself 
in other ways that the financial statements are fairly 
presented, he need not take an exception (or “qualify” ) 
in expressing his opinion. If, however, he is unable to 
satisfy himself as to the “fairness” of a material item 
he must take an exception in his opinion. 

If the auditor finds that a material item is not pre- 
sented in the financial statements in accordance with 
generally accepted principles, or that the principles have 
not been applied consistently, he must take an exception 
in his opinion. 

However, if his exceptions are of such importance 
that they seriously impair the fairness of the statements 
as a whole, he cannot give an opinion at all. He cannot 
say, in effect, “All the items are dubious, but subject to 
this exception, in my opinion the statements are fairly 
presented.” 

The rules of the accounting profession are quite clear 
on this point—if either the audit or the accounting is 
unsatisfactory to such a degree, the auditor can give no 
opinion. He can and should give a report of what he 
did, and why no opinion is offered. 


Filling a Social Need 


The independent audit fills a social need. It provides 
an impartial, expert financial interpreter as a kind of 
intermediary between borrower and lender, between 
management and stockholder, and between others who 
have financial relationships. Audits facilitate credit and 
investment. 

The accounting profession is keenly conscious of the 
responsibilities its members assume in performing this 
service. It holds them to high standards of conduct. 
It requires its members in formulating opinions on 
financial statements to use their own judgment and skill 
to the best of their ability ; but, in addition, it requires 
them to observe objective standards which the collective 
experience and wisdom of the profession have 
established. 

The results are expressed in the auditor’s report. It 
is a meaningful document, not issued lightly; it is 
worthy of careful study. It is designed to tell briefly 
and independently whether or not a company’s financial 
statements are fairly presented in accordance with 
standards that are nationwide in scope and acceptance. 


Credit Students AreA 
Credit To Instructors 


In the April issue of Credit and Financial Man- 
agement we published a quiz administered by 

wu E. C. Vorlander of the Minneapolis-Honeywell 
Co., to his class in Credits and Collections. 
They read our articles in Indianapolis, too, and there 
Gus C. Klippel tried out the last question on his class. 
We thought it might be interesting for our readers to 
see the kind of work students are doing in chapters of 
the National Institute of Credit, so here is one of the 
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answers, unabridged and unretouched, to one of the 
problems as thought out by William E. Gumerson. 


The Problem 


The A. B. Co., Inc., a hardware and appliance dealer 
in a southern Minnesota town of 6,000 population, 
places an order for $3,212.00 in miscellaneous ap- 
pliances with your company, a Twin City jobber. 
Investigation indicates A. B. Co. has been in business 
for a year and three months and the principals are of 
good character with clear commercial records. Your 
salesman tells you they have a potential of $2500.00 
per month in requirements of your products and have 
submitted the following financial statement for con- 
sideration of open a/c terms which are 2% 10 days, 
net 30. 


ASSETS LIABILITIES 
CR sic. aehiote ihr $ 1,464.85 Accts. Payable .... $ 6,413.26 
Acts. Ree. .......; 12,126.10 Owing Bank ...... 5,000.00 
Owing on floor 
Inventory ........ 18,415.18 planned stock ... 7,248.49 
Total Current .. $32,006.13 Total Current .. $18,661.75 


Chattel Mortgage 


Furniture & Fix... 6,712.46 on Furn. & Fix. 2,912.16 
Total Assets .... $48,718.59 Total Liabilities $21,573.91 
SE NR Gin Five de ove veo whens $49,416.22 
of which sales on credit are ......... 29,612.55 


18 Houses reported trade experiences varying from 
prompt to 60 days slow in amounts up to $3,264.18. 


The Solution 


The first thing noted in the financial statement of the 
AB Company, Inc. is a $10,000 difference between the 
assets as listed and the total asset amount. However, 
since no information is available as to whether addi- 
tional assets are available, but not listed, or whether 
the total is incorrect, the figures shown will be used. 

The first step in checking the statement is a sales 
analysis as shown below: 

Annual sales—$49,416.22 

It is noted that the company shows $7,248.49 owing 
on floor plan stock, which it is assumed is included in 
the inventory. Since a sale of floor plan stock neces- 
sitates immediate payment of the cost of the goods 
before title can be transferred this must be considered 
separate from the stock purchased on open account. 
Floor plan stock represents 39% of the total inventory 
shown, therefore it is assumed that 39% of the sales 
volume is floor plan stock. To allow for the difference 
in paying requirements the two items are worked out 


separately. 
Annual sales—open account stock......... $30,143.90 
Annual sales—floor plan stock ........... $19,272.32 


The approximate gross profit on hardware and 
appliances is 30% ; therefore the two items are further 
reduced to the cost of goods sold return on annual sales. 


Cost of goods sold—open account stock. . . .$21,100.73 
Cost of goods sold—floor plan stock ...... $13,490.62 


This amount is divided by 12 to arrive at the monthly 
cost of goods sold return. 
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Cost of goods sold—open account stock ....$1,759.22 
Cost of goods sold—floor plan stock $1,124.22 


By dividing the accounts payable by the cost of 
goods sold return it is possible to determine how long 
will be required to liquidate accounts payable on the 
present volume of sales. 


Time required to retire present accounts 
payable 

Time required to retire amount owing on floor 
plan stock 


108 days 


192 days 


Trade Report Ominous 


A study of the trade report on the AB Company, 
Inc. shows an average slowness of 45 days. Compari- 
son of the 108 days required to sell enough merchandise 
to retire the present accounts payable with the 45 days 
shown on the trade report raises two possibilities. The 
first is that the 39% of floor planned stock deducted 
from sales may be too large a figure. However, to 
reduce the percentage enough to bring the sales 
analysis in line with the trade clearance would make 
the percentage so small that it would be hardly worth- 
while for the company to handle floor plan merchandise 
at all. The second possibility seems more logical. That 
is that at least one and probably more creditors not 
shown on the trade clearances are experiencing a slow- 
ness much greater than 60 days. 

Another point revealed by the sales analysis is that 

2,500 potential sales reported by the salesman is 
exaggerated. Since the company shows a total monthly 
sales volume of only $1,759.22 of all open account 
stock it is hardly possible to expect a $2,500 potential 
volume of purchases from one supplier alone even if 
that supplier replaces all others. In any event, why 
an original order for $3,212.00? 

To further check some of the points revealed by 
the sales analysis the following ratios analysis should 
be made: 


Current ratio: 
AB Company 
Ind. Average, 1945 


Turnover of Net Working Capital : 
AB Company 
Ind. Average, 1945 


Turnover of Tangible Net Worth: 
AB Company 
Ind. Average, 1945 


Turnover of Inventory: 
AB Company 
Ind. Average 


Current Debt to Tangible Net Worth: 
AB Company 
Ind. Average, 1945 


Inventory to Net Working Capital: 
AB Company 
Ind. Average, 1945 


Current Debt to Inventory: 
AB Company 
Ind. Average 

Study of the above ratios reveals: 

1. Current ratio is far below industry average and 
indicates an alarming shortage of cash and other current 
assets with which to meet current obligations. 

2. Turnover of Net Working Capital is good but 
Turnover of Tangible Net Worth and Inventory are 
both low. This would indicate a low volume of sales 
and alarming lack of working capital. 

3. The high ratio of Inventory to Net Working 
Capital and the low volume of sales has caused the 
strain indicated in the ratios of Current Debt to In- 
ventory and Current Debt to Tangible Net Worth. 

My decision in this case would be not to ship the 
order as requested.. The company would not be able 
to meet the terms of sale as stated and definitely do not 
need additional merchandise. If there were any ques- 
tion on the order I would first want additional informa- 
tion from the AB Company regarding the $10,000 
assets. Also regarding the 108 days necessary to retire 
accounts payable according to my sales analysis as 
compared to the 45 days shown on the trade report. 
However, in this case the information isn’t needed 
as it would have very little effect on the above analysis. 


Commerce Department 
Reports Sales Increase 
During Last Six Months 


June sales were up 22 per cent over June of last year 
but showed little change from May of this year, off one 
per cent, according to the latest report of the Depart- 
men of Commerce, Bureau of the Census. Dollar’sales, 
all trades combined, for the first half of this year were 
up 24 per cent over the six months of last year. 

Trades showing the largest increase in dollar volume 
over the first half of 1946 included electrical goods, up 
110 per cent; meats 77 per cent; lumber and _ building 
materials 58 per cent; and paints 50 per cent. Of the 
39 trades for which data are shown separately in the 
accompanying tables, 30 recorded sales increases over 
the first half of last year, one—dry goods—recorded no 
change, and seven reported decreases. Comparisons 
are not available in the case’ of “refrigeration equipment, 
parts (commercial),” a classification shown in this 
issue for the first time. 

Inventories, valued at cost were up 64 per cent over 
June 30 of last year, but they registered little change 
from May 31 of this year. It might be pointed out that 
the large inventory accumulations since June of last 
year occurred during the period September through 
January. Since January of this year, the increase in 
dollar inventories has, for the most part, reflected in- 
creases in prices. 

Beginning-of-June accounts receivable derived from 
sales of merchandise were 38 per cent above a year 
earlier, but they were off slightly (1%) from May 1 
of this year. With accounts receivable increasing at a 
more rapid rate than dollar sales, the collection period 
is increasing. It is still considerably short of pre-war, 
however, for most lines of trade. 
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WHEN IS “IN FULL’ NOT IN FULL ? 


Another of Those Vexed Legal Questions 


by CARL B. EVERBERG 


Attorney-at-Law, Boston 


If I accept and use a check from a customer which 
he has marked “in full settlement,” “paid in full,” or 
some similar legend, is the customer fully released euen 
though the check is for less than the full amount of the 
debt? 

As it so often happens in the law, this question cannot 
be answered in general terms. To arrive at a solution of 
the problem it is necessary to answer several “sup- 
posed” situations. So we will do. 


First Supposed Situation 


There is no dispute between creditor and debtor; 
the debt arises from a sale of merchandise, now past 
due. This is known in law as a liquidated claim (both 
parties agreeing on the amount due). Without any 
reason, or without any request by the debtor to the 
creditor to accept the check in full, the debtor attempts 
to get off a portion of the bill by marking a part pay- 
ment “in full.” It is generally held, everywhere, that 
the creditor can use the check and proceed to sue for 
the balance. The inscription, “in full” means nothing ; 
the debtor cannot force a condition like this on the 
creditor. The acceptance of the check does not mat- 
ter either. The legal doctrine of consideration fur- 
nishes the logic. ‘When the debtor makes the partial 
payment he has not discharged his duty to the creditor ; 
he still is legally bound to pay the remainder of the 
debt. If it could be said that the creditor’s acceptance 
of the check was tantamount to an implied agreement 
to release the balance there still is no consideration for 
such agreement, since the debtor has promised nothing 
and done nothing to support such agreement. The 
law requires something of value (consideration) to be 
given by a promisee, (or some binding promise), to 
make the other party’s promise valid. 


Second Supposed Situation 


In this supposed situation the above facts are changed 
merely by the circumstance that the debtor being, (we 
will say), financially distressed, asks the creditor if he 
will take 50% of the amount in full, and the creditor 
agrees so to do. (This situation is not to be confused 
with a general compromise with all of a debtor’s 
creditors, which will later herein be discussed). What- 
ever may be the motive on the part of the creditor, for 
the purpose of this situation, the difference in this and 
the former supposed situation is that the creditor 
overtly agrees to accept the smaller amount in full of 
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the greater amount. With the exception of a very 
small number of states the general rule is the debtor is 
not released on that same doctrine of consideration. 
There is no consideration for the promise of the 
creditor not to collect the balance. The Mass. Supreme 
Court wastes little time on a question like this, saying: 
“Tt is too well settled to require discussion or reference 
to authorities, that an agreement to forbear to sue upon 
a debt already due and payable, for no other considera- 
tion that the payment of part of the debt, is without 
legal consideration, and cannot be availed of by the 
debtor.” Warren v. Hodge, 121 Mass. 106. Some 
states, however, have either emasculated this doctrine 
or modified it by statute (Ala., Cal., Ga., Ind., Me., 
N. C., S. D., Tenn., Va., N. Y.), some states by their 
own decisions. (Miss. & N. H.). 

Other states have looked for consideration in the 
most trivial form so as to justify breaking away from 
this doctrine. Thus if the debtor agrees in addition 
to the payment to obtain a loan or to try to obtain one, 
or if he adds some piece of property to the money pay- 
ment the courts readily grant there is now sufficient 
consideration. 

Furthermore, if a debtor pays a smaller sum in full 
satisfaction of a judgment and agrees not to take an 
appeal, there is sufficient consideration for the settle- 
ment. Roberts v. Banse, 78 N. J. L. 57. 

Also, it is held that the payment of a smaller amount 
in full of a larger amount, not yet due. is valid, because 
the smaller amount before the debt is due may be more 
beneficial that the whole amount when due, besides the 
fact that the debtor is not legally bound to pay anything 
before the debt is due. Brooks v. White, 2 Metc. 
(Mass.) 283. 


Third Supposed Situation 


Here there is a controversy between creditor and 
debtor, a dispute, an unliquidated claim (one in which 
there is no agreement as to the amount due). In this 
supposed situation the doctrine of consideration does 
not offer any trouble for the reason that it is easy to 
argue that when the debtor. pays a disputed claim he is 
doing something he is not legally bound to do. When 
parties to such a controversy agree to a settlement it 
is often known as accord and satisfaction. The accord 
is, in effect, an agreement to abide by the terms of a 
new arrangement; this substitute agreement is taken 
as satisfaction of the original claim. 

Not all controversies are settled by such a clean-cut 
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accord and satisfaction, however. More often in cases 
of dispute (or in truth a feigned dispute) the debtor, 
having no conversations or communications with the 
creditor sends in a check marked “in full” or accom- 
panied by a letter stating that it is being offered in full 
and that acceptance of it by the creditor will amount to 
a full settlement of all claims. Under such conditions 
it is not safe, if the creditor expects to sue for the 
balance, to use the check, especially where there is an 
honest dispute. In a coritroversy over the amount 
owed for a carload of onions, part of which was rotten, 
it was stated by the court that a creditor could not take 
a check, keep the money (being a part payment) and 
at the same time reject the conditions attached to the 
payment, i.e., the acceptance of the check was in full 
payment. The court also found sufficient considera- 
tion for a release in the surrender of the debtor’s claim 
for breach of warranty. Schnell v. Perimon, 238 N. Y. 
362. 

While it may be said, therefore, that in cases of dis- 
pute, a creditor is bound by a settlement if he uses 
a check marked “in full” or accompanied by condi- 
tions to the same effect in a letter, we still cannot dis- 
pose of the matter with any finality. For example a 
debtor may dispute the amount claimed by a creditor 
and admit owing a certain part of the whole claim. 
If he should send a check for exactly the amount which 
he admits owing marked “in full settlement,” it has 
been held that the creditor may still proceed with suit 
on the balance. -This seems to be at first blush directly 
in conflict with the doctrine that where a creditor accepts 
a part payment of a disputed claim it is a valid settle- 
ment. But a reconciliation is quite possible as viz: 
if the debtor sends only what he admits owing, there is 
no accord and satisfaction on the portion in dispute. 
Whittaker Chain Tread Co. v. Standard Auto Supply 
Co., 216 Mass. 204. This implies that if the debtor 
pays in addition to the amount which he admits owing, 
something further on the disputed amount, there would 
be a valid settlement. And to this effect several states 
have held. 


General Compromise With Creditors 


What has been said above is not applicable to general 
compositions with creditors. This is because the prom- 
ise of each creditor to accept a lesser amount than the 
whole is a promise to each other creditor and therefore 
the doctrine. of consideration is satisfied. For in the law 
of consideration mutual promises constitute considera- 
tion the one for the other. It is probably a fact that 
courts have invented this judicial argument as a social 
and economic expediency, for it is admitted that a com- 
promise with creditors is a very desirable means of 
solving financial impasses. 


Extinguishing Obligations 


Regardless of the legal inability to make a valid 
compromise of a claim by payment of a lesser amount 
as stated in First supposed and Second supposed situa- 
tion, mention should be made of the use of a release 
under seal. In those states which still recognize the 
enforceability of sealed instruments without considera- 
tion, an effective compromise may be effected by using 
a release under seal. In some states consideration is 
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conclusively presumed in sealed instruments. About 
half of the states have abolished this artificial substitu- 
tion of actual consideration by a seal, so that parties 
who are confronted with a problem of compromising a 
claim must make sure of the effectiveness of a compro- 
mise agreement according to the state where the trans- 
action takes place. 


The Compleat Credit Manager 


(Continued from page 12) 


bearing on the indgment that the credit department 
must utilize in handling each particular retailer’s ac- 
count. 

8. Frequent contacts in person with retailers must 
be made, regardless of the condition of credit of a par- 
ticular account, by the credit manager and his assistants. 
These visits are just as important as the regular calls 
of, first, the salesman and, secondly, the sales manager, 
on our customers to assure ourselves that they are 
properly aware of the service and the goods offered 
by our firm. The rewards of these contacts, when 
regularly and frequently made, are self-evident in the 
additional volume of business that comes to us just as 


“much as a result of a credit department making con- 


tacts with customers as from regular calls by salesmen. 

9. These visits on the part of the credit department 
create a mutual confidence between ourselves and the 
retailer, and it is upon that mutual confidence that our 
successful operation depends. When the feeling of 
confidence is broken or destroyed, there is an impreg- 
nable effect on our volume. 

Our credit manager should be certain that he has 
available, for his information, a complete knowledge 
of legal processes covering collections. 

Calls made on retailers should be recorded as to 
reason for the call, accomplishment and any informa- 
tion learned that will be of value to the credit manager 
or to the sales department. 

All accounts should have recorded theréon the credit 
limit established on each, and these should be changed 
as conditions within each respective account warrant. 

Our credit man should regularly consult with other 
credit men in the same idnustry, as oftimes a retailer 
has been known to “work” one wholesaler against an- 
other where his financial condition is somewhat shaky. 
This practice results in one or the other, or perhaps 
both wholesalers, becoming involved to an extent which 
causes bankruptcy on the part of the retailer, all due 
to lack of proper consultation between credit men in 
a kindred industry. 

The terminology of the term “credit manager” has 
been ofttimes questioned as to its psychological effect 
on the retailer. Some firms use the term “credit promo- 
tion manager.” To us, this is a rather appealing title 
because, if the credit man is to really be a constructive 
force in the growth and expansion of the business, he 
must give much thought to credit promotion. By build- 
ing the proper relationship between the house and the 
customers, sales potentials may become sales actualities, 
and in this happy transition, credit promotion must play 
its proper part. 
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CREDIT—YESTERDAY, TODAY, 
TOMORROW 


Character Will Always Be The Decisive Factor 


by ROBERT L. GRIFFITHS* 


Treasurer, International Heater Company, Utica, N. Y. 


ness done in the world today—and it is estimated 

that over 95% of this is done on credit ; when you 

consider that in our country alone we have 123 
local wholesale credit associations, merged into one 
National organization (our own National Association 
of Credit Men) of more than 27,000 members, repre- 
sentatives of the leading banks, jobbers and manufac- 
turers, who devote their time to the handling of credits ; 
and the many retail credit bureaus with thousands of 
members—you will agree “Credit” is something about 
which much may be said. 

It is difficult for us to realize fully the progress that 
has been made in the development of the technique of 
Credit within the past 50 years. During that period the 
National Association of Credit Men and its various 
local chapters, and other groups interested in credit, 
have brought the function of credit, from a relatively 
obscure place in our commercial and banking life, to 
a position of paramount importance to the economic 
structure of the United States. 

It was in 1896 in Toledo, Ohio, that the National 
Association of Credit Men was organized because of 
conditions in business that prevailed at that time. 

There was no free interchange of credit information 
such as there is today. In fact, one credit man looked 
with suspicion on another credit man. It seemed pre- 
ferable to pass out false credit information, if any at all. 
There was no National Bankruptcy Act. There was no 
Bad Check Law. There was no False Financial State- 
ment Law. There was no Bulk Sales Law. There was 
no Federal Reserve System. 

Through the efforts of the National Association of 
Credit Men, and its numerous local Associations, these 
various laws and others have been passed. 

There was no Credit Educational Program. There 
was no Fraud Prevention Fund; no legislative work 
with reference to improving credit conditions was being 
done. There was no Washington Credit Service. These 
we now have. 

Yes—much has been done, and is still being done by 
our Association living up to its original motto, “To 
Safeguard the Nation’s Credit,” and its further motto, 
“For Service Only.” 

-\nd yet, what is this “Credit” that we talk about so 


* When you consider the enormous amount of busi- 
& 


. Address delivered before the Plumbing, Heating, Refrigeration and 
Air-( onditioning Group at the National Convention on May 14. 
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freely? In checking the word “Credit,” we find it is 
from the Latin “Credo” meaning “TI believe.” 

If I were to ask you individually to explain what 
credit is, no doubt a dozen different interpretations 
would be given in the same number of answers. 

One would say, “It is faith ;” another “A medium of 
exchange ;” another, “The substitution for cash ”” and 
yet another, “Confidence as expressed in dollars and 
cents.” 


Credit As Old As Business 


We do know “Credit” is as old as business itself ; and 
I believe business can be considered as extending back 
to the time when division of labor first began. Credit 


‘came into the world when a man could not pay for the 


necessities of life and the other man thought he was 
good. One man did one thing, because of a peculiar 
aptitude, and he could do more of that one thing. The 
man who could not pay except in labor performed, 
worked for the man who could pay. So you will see 
that labor itself is credit, even though it is only from 
one pay day to another. 

We all know there is credit in the business world of 
today, and that the checking of credits has more and 
more been delegated to one who devotes his time to the 
study and handling of accounts. Upon such a one, 
whom we call the Credit Manager, there is much res- 
ponsibility, because taking on poor risks may mean the 
loss of considerable amount, that may be the difference 
between profit and loss to the business. And also, the 
refusal of credit to accounts when credit should have 
been extended may mean the loss of a substantial 
amount of profitable business. It is necessary, there- 
fore, that the Credit Manager give much consideration 
to the desirability of a credit risk. 


The Three “C’s” 


In determining the desirability of a credit risk, we 
must consider as the chief essentials, those three quali- 
ties known to credit granters as the three “C’s’”—Char- 
acter, Capacity, and Capital. 

These three “C’s” in a credit risk may be likened to 
the three legs of a stool, which may be balanced if one 
leg is missing, but there is always the danger of a fall. 
And so it is in business life. With either Character, 


19 


Capacity, or Capital missing a man may continue in 
business, but there is always the danger of a fall. When 
all three “C’s” are combined we have the ideal credit 
risk. 

I have named the three “C’s” in their order of im- 
portance, but I am going to consider them now in re- 
verse order because I want to go more into detail last, 
about the most important of the three. 


Capital Least Important 


The third “C” mentioned is “Capital.” In practical 
credit granting, Capital, I believe, is given the least con- 
sideration when the other two qualities are present. 
Much depends of course on the line of credit involved, 
and it necessarily is one of the qualities that must be 
considered. I offer no definition of “Capital.” 

The second “C” referred to is “Capacity.” Capacity 
is that in a man which enables him to carry on his busi- 
ness successfully, or his ability to live up to his job. 
Some men have what is called natural or native ability 
—others acquire it through education’and experience. 

The length of time 4 man has been in business usually 
determines his ability. It is the history of his results. 
If he has shown he has the ability to enter into contracts 
he can perform at a profit, that he is a careful man, that 
his undertakings are successful, he is given a larger line 
of credit than he otherwise would receive 


The First “C”’ Sag 


The first ““C” which I have reserved for the last of 
the three “C’s” is Character. This is of first and para- 
mount importance. It is the greatest of the three “C’s ;” 


and it is upon this essential of a credit risk I wish to 
talk about most. 


I have said that one interpretation of credit would be 
“Faith.” And what is this faith based upon? It is 
based upon the reliability of a man, and this reliability 
is built up over a period of time. Reliability is some- 
thing the whole world depends upon. It controls all 
human activity. The dictionary tells us, and our own 
experience tells us reliability means trustworthiness, 
dependability—all things that are good. The confidence 
between individuals, families, the public, States and 
Nations of the world is based on “Reliability,” and as I 
said before, credit is based on confidence and reliability, 
which again brings us to “Character.” 


Character has been defined as the combination of dis- 
tinctive qualities ; the individuality which is the product 
of nature, habits, and environment. 

I have said that Character has been defined, and yet 
—it seems to be something almost indefinable—some- 
thing elusive—which, while spoken of a great deal, 
seems to be just out of reach, when you try to explain 
what it really is. It has been referred to as something 
intangible, that stands as a monument to a man’s way 
of living, and his manner of doing business. 


Washington once said, “I hope I shall always possess 
firmness and virtue enough to maintain what I consider 
the most enviable of all titles, the character of an 
‘Honest Man.’ ” 


Lowell in writing of Abraham Lincoln.in “My Study-- 


Windows” says, “It is by presence of mind in untried 
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emergencies that the’ native metal (or character) of a 
man is tested.” 

Mr. Charles M. Schwab, in an address delivered at 
Princeton University several years ago said, “The most 
important thing that leads to a successful life is unin- 
peachable integrity.” He-also stated that no man couid 
do anything of any great value in life, an dhave the con- 
fidence and approval of his fellowmen, or be successful 
in his undertakings with other business men, if he did 
not have the reputation of being a man of honor and 
integrity. 


“The Honesty of the Little Man” 


The Wall Street Journal about four months ago 
(April 14, 1947) had an article on the Bank of America, 
the world’s largest bank, which has more than 500 
branches. This bank since December 1945 has carried 
on its books more deposits and has made more loans 
than any other non-government bank in the world. It 
has nearly five and a half billion in deposits. In its 
climb to its present top place, it has never deviated from 
a path traced by its founder, A. P. Giannini—“a belief 
in the honesty of the little man.” 

That, probably more than anything else, has been be- 
hind many Bank of America’s policies which bankers 


” 


everywhere have called “revolutionary. 1a 


No one, save perhaps Mr. Giannini himself, can say 
for certain from whence that unwritten policy sprang. 
Legend has it that its origin was in San Francisco’s 
earthquake and fire. That was in 1906, two years after 
A. P. Giannini had opened the Bank of Italy (Bank of 
America’s predecessor) in what was a former saloon 
in the heart of San Francisco’s Italian district. When 
the earthquake sent fire roaring through most of San 
Francisco, A. P. loaded all the bank’s assets, about two 
million dollars in gold and securities, in a vegetable 
wagon, and drove it to safety. Then, when the flames 
had been extinguished, his was the first bank to reopen. 
Standing among the ruins, he made loans on sight, and 
his only record was the amount of the loan and name 
of the borrower which he scribbled in a ledger book. 
Every penny was repaid. 


Mr. Giannini apparently never forgot that experience. 
Years after he is reported to have said, “The little fellow 
gets a loan on character; the big guy gets a loan on 
security.” 

All of you, no doubt, have seen references to the testi- 
mony of Mr. J. Peirpont Morgan a great many years 
ago, when appearing before Mr. Untermeyer’s Washing- 
ton Committee. The Committee was trying to establish 
that there was a Money Trust, and Mr. Morgan testified 
that commercial credits were based upon Money, Pro- 
perty, or Character, and that Character came before 
Money, or anything else. He further stated, “A man 
whom he did not trust could not get money from him, 
on all the bonds in Christendom,” and he thought that 
was the fundamental basis of business all over the world. 
Although these statements were made many years ago, 
I am certain if Mr. Morgan were living today and given 
the same opportunity, he would make the same state- 
ments, 


I haye given you only briefly the opinions of well 
known men on Character and could quote them more 
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sands like you are of one determined mind, that 
you mean business. 
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in detail, and could also quote other men considered 
as authorities in the business world, but it hardly 
seems necessary. Character has been referred to as 
that underlying, vitalizing factor in a credit risk— 
Integrity—entering into all commercial transactions. 
The matter of determining Character therefore surely 
is of great importance. All men do not determine 
Character by same standards, and because of this, 
business practices seemingly all right to one man will 
be ranked as disreputable hy another. 

Business practices of some years ago now are con- 
sidered from a different viewpoint, and practices of 
today in later years may be considered disreputable in 
the light of a new understanding. 

What are the means by which Character may be de- 
termined in a credit risk? We find the best sources 
are by personal contact, by trade experience, and 
correspondence. 

As a man’s character is best known, with perhaps 
few exceptions, to members of his own community, 
we secure much information of value by obtaining 
the opinion of those who have had the opportunity of 
personal contact. It is a difficult matter for a man 
to do other than show his character to those with whom 
he comes in contact day after my in either a social 
or business way. 

We learn much by trade experience and correspond- 
ence. The man of Character will keep his promises, 
and will not try to secure, or even accept more than 
honestly belongs to him. He will fulfill his obligations 
according to agreement, or make other arrangements 
that will be thoroughly honorable. 


o = 
a Moral Character—Business Character 


As moral Character cannot but affect business Char- 
acter, it must be considered in determining the business 
Character of a credit risk. There are men who seem 
to enjoy unlimited confidence because of their dealings 
in business life, but who seem to be almost entirely 
lacking in moral Character and yet “he who is not of 
zood moral Character cannot have a sound mind in a 
sound body.” 

To sum up: We find that Character counts for 
more than cash, or gift, or talent, or trained ability ; 
more than written pledge, or bond with seal affixed. 
It is deep rooted—integrity—that quality which never 
changes; close kin to honor; the moral quality which 
stands for honesty in all transactions. 

The following lines express briefly just what I have 
been trying to say: 


I would not teach that boy of mine, 

That only victory is fine, 

Nor preach material success, 

Unless he gain it with his head erect, 
his honor, and his self respect. 


Perhaps you may think I have strayed far away 
from the subject, “Credit—Yesterday, Today and To- 
morrow.” Perhaps you may think I should have 
assigned the subject “Charactér” to my article. And 
vet, what I want to bring out is—Character has been 
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' Character was the outstanding quality looked for in a 


and always must be considered in a credit risk. 






Credit Yesterday 





In the past, which we will consider as “Yesterday,” 






credit risk. In fact, credit was extended often’ based 
entirely on that quality, when a man had not had 
time to accumulate any capital nor prove his ability. 








—Today— 





For a time now, including the present period, 
which we will consider as “Today,” and such occa- 
sions do recur from time to time, because of one reason 
or another—credit checking has been taken more or 
‘ess for granted. Not much consideration has been 
given to the Character of the buyer. Where Credit has 
been extended, accounts have been paid promptly as 
a rule, and with a great many concerns it has been 
a matter of choosing those accounts that seemed the 
inost desirable only from a prompt payment view- 
point. There has been in existence in some credit de- 
partments, and perhaps quite naturally so, the attitude 
also that, because of being in a position to be choosey, 
more accounts have been asked for cash in advance. 














—and Tomorrow 





However, I do want to emphasize the “Tomorrow” 
of Credit. The War is over and the Credit Depart- 
ment is in a position of having much to do with the 
reconstruction period. As time goes on, more emphasis 
is being placed on the extension of credit. The flow of 
merchandise will be through the regular trade channels, 
and this flow will be accelerated or retarded by the 
decisions made by the Credit Department. And it will 
be then that once again Character will be the outstand- 
ing quality of a credit risk. 


This Year and Next 


(Continued from page 6) 











unable to deliver the goods and collect their money. 
As a result, suppliers have been asked for extension of 
payment on accounts. However, as raw materials are 
released and production increased, this hazard will be 
eliminated. It is well, however, to include this factor 
in our credit thinking because business loans were one- 
third higher at the close of February of this year than 
they were a year ago. Some economists are wondering 
whether the huge loan total is not reflected in inventory 
accumulation somewhere along the line. 











Assets Could Be Liability 






4. Labor conditions were given consideration in the 
outline of the favorable factors, and seemingly the gen- 
eral picture is more stable than it has been, irrespective 
of several wage strikes now in progress. We are com- 
pelled, however, to note the fact that if possible strikes 
and labor-management strife develop, we would be con- 
fronted with losses. Production would be curtailed, and 
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losses in wages and profits. Would be 
sustained—a very definite credit 


hazard. But above all, to insure a | 


stable credit economy, labor and 
management must set out to adjust 
their problems without a decrease in 
production or an increase in the 
price structure. 

5. On the unfavorable side of the 
picture, we might consider that the 
factors which have been discussed 
are the major or fundamental prob- 
lems confronting us. The following 
points I shall classify under the 
heading, Straws in the Wind. They 
result from factors already discussed 
but are the liabilities, so to speak, 
which enable us to judge the trend: 

a. Let us take Collections. There 
was no complaint concerning collec- 
tions up to the end of 1945; and 
with most of us in this industry, the 
collection situation is still excellent 
—we are still in the sellers’ market. 
As a whole, according to figures be- 
fore me, there has been a recession 
each month since November, 1945. 
This being the trend, we should give 
it attention in our analysis looking 
toward the next eighteen months. 

b. Another ‘straw in the wind’ is 
distressed business. Check with your 
local Credit Associations. Their 
Adjustment Bureaus will tell you a 
story: The number of such busi- 
nesses increases every month. We 
might consider the general picture 
and the reasons for the increase in 
distressed accounts—nearly all fol- 
low the same pattern: 


(1) Elimination of war work to- 
gether with its capital and 
profits ; 

(2) Difficulties encountered in 
reverting to civilian produc- 
tion 

(3) Costly changeover 

(4) Elimination of war profits 

(5) Large investments in so- 
called ‘engineering’ 

(6) Lag in reaching a satisfactory 
level of production and lack 
of sales 

(7) Pressing creditors and thin 
bank balances 

(8) Bankruptcy or creditors’ 
committees 


Failures Are Increasing 


c. You are all, I know, giving 
consideration to failures—another 
‘straw in the wind’—and have found 


| 
| 
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the trend is up. In 1945, the total involved in bank- 
ruptcy cases amounted to 30 million dollars, with 810 
cases—the lowest since 1865. In 1946, the trend start- 
ed upward with 1,130 failures, involving liabilities over 
70 million dollars. It is interesting to note that more 
than half of the total liabilities come in the final quarter. 
The 1946 figures are not especially alarming, but it is 
an indication that we are returning to competitive nor- 
malcy and that we, as credit executives, can expect in 
the period ahead increases in the number of failures 
and the consequent liabilities. Things we should look 
for are lack of capacity in management, lack of ade- 
quate working capital, and failure to depreciate inven- 
tory—these are contributing factors “in failures. 

In discussing the outlook for 1947-48, I have at- 
tempted to present the pros and the cons which are 
particularly pertinent to our own specific job—that of 
the credit executive. On the asset side of our ledgers, 
we have: 

(1) A strong and sustained foreign demand for our 

“goods 

(2) A balanced budget 

(3) A large increase in consumer credit 

(4) An all-time high in national income 

(5) Ar all-time high in retail sales 

(6) A high farm income and a large buyer market 

(7) More stable labor conditions, at least from the 

present outlook 

(8) A large demand for new construction projects 

—subject, of course, to prices being held in line 

(9) A large backlog of deferred public works 

On examining the debit side, we find, as I have 
stated : : 

1. “Today’s prices” —a situation that is receiving the 
attention of everyone. Readjustments must be made, 
and it is doubtful that the adjustment can or will be 
made without some injury to our domestic economy. 

2. Shortage of raw materials—a factor which is eas- 
ing but which still exists in certain industries and in 
certain localities. 

3. Inventories—unbalanced in some cases—a most 
important factor, if prices and business activity fall. In- 
ventories, while not large now in relation to sales, could 
easily be out of proportion to demand. 

4. The unpredictability of labor. 

5. “Straws in the wind”—specifically, slow-up in col- 
lections, distressed businesses, and increased failures. 


Recession Probably Coming 


It seems to be the opinion of well-known analysts 
and economists that the price situation will bring us 
into a recession, mild or violent—and the time—your 
guess is as good as mine. There will no doubt be a 
decline in prices on many products and also a decline 
in production. With a moderate decline in production, 
there will undoubtedly be a mild recession. 

Beardsley Ruml, noted.economist and a director of 
the National Bureau of Economic Research, in a recent 
article entitled “The Next Depression,” ventures a guess 
that it will.come on April 15, 1948. The prediction 
is not unqualified, for he remarks at the beginning, “Tf 
I had to say precisely when it will come, I’d say, ‘April 
fifteenth, nineteen forty-eight, shortly after three o’clock 
in the afternoon. But of course it ain’t necessarily 
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so.’”” The concluding remarks are based on Mr. Ruml’s 
assumption of a declining level of business and em- 
ployment in 1947. To quote: 

“And what will the Federal Government do in 1947 
about the declining level of business and employment ? 
My guess is that it will do very little, that it will wait 
and see. The ‘normal’ forces of supply and demand, 
working in such confidence as may be created by a 
balanced Federal budget, will be given their chance in 
1947. 

“But 1948 will be a different story. In the early 
months of the year people will be feeling that Something 
Ought To Be Done. By April fifteenth or shortly 
thereafter, people will be feeling that Something Has 
To Be Done. And Something Will Be Done. That’s 
why, if I had to say, I’d say that the next depression 
will come on April fifteenth, nineteen forty-eight, and 
why I’d also say that it will be the shortest depression 
in history.” 

I have tried to analyze the factors, both good and 
bad, that confront us. Conclusions I leave to you, for 
as I said in the beginning, I am not endowed with the 
gift of prophecy. A sound operation has little to fear, 
and we should build solidly. This is our responsibility 
as credit executives; this is the cornerstone of our na- 
tion’s future growth. 


Collection Without Tears 


(Continued from page 10) 


of information which you had submitted directly 
to our District Manager, thus avoiding the neces- 
sity of going to outside channels for such infor- 
mation as was needed. We wish to assure you 
that this department places great value on such 
cooperation. 

Our District Manager also informs us that you 
are to become a new Pabco Floor Covering dis- 
tributor. This is very pleasing news indeed, be- 
cause you have such a fine background of experi- 
ence in the floor covering field that future success 
should be well assured. As a matter of fact, you 
have the two principal elements which make up the 
success of any business— experience and sufficient 
capital. 

No one wishes you more success in your newly 
established enterprise than we do. It is the hope 
of this department that the order we have just 
approved is merely the first step toward a long 
career of a fine and profitable business relationship 
between your good company and ours. 


Cordially yours” 


They Like It 


Does such a letter pay? Here is the reply we received 
from the customer : 

“Dear Mr. Dibbern: 
Thanks for the nice things said in your letter of 
May 9. This is the finest letter, we believe, we 
have ever seen originating from the credit depart- 
ment of any Company. 
All of us are happy*to be associated with a sales 
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organization that carries its selling 
throughout its entire organization. 
Over a period of years the writer 
has had the pleasure of having 
known (here he mentions the 
names of several men in our com- 
pany) and we have found all of 
them to be uniformly high-class 
gentlemen. It is a pleasure for us 
to be associated with you and we 
hope that you will see our volume 
increase year by year for many 
years to come. 
Cordially” 


And They Pay Well 


This account has consistently dis- 
counted from the beginning. Hav- 
ing placed our confidence in this 
man, and having expressed our- 
selves as we did, is it not reasonable 
to assume that he will strain every 
effort to handle our account satis- 
factorily so that our confidence in 
him will not be misplaced ? 

About a year ago we opened a 
contract account in Denver. We 
checked referencés, which were aver- 
age. We were a little dubious about 
the customer’s financial condition 
because it was not quite as strong 
as desired. However, there were a 
few other factors which appealed to 
us: In the first place, the men were 
honest and energetic and capable; 
secondly, they had acquired a new 
corner location which made a prom- 
ising future coupled with their ex- 
perience. ‘We opened the account 
and mailed them the following letter : 

“Mr. Johnson has sent us the 
signed contract. We have re- 
tained the original and are attach- 
ing a copy of the contract executed 
by us for your file. From every- 
thing we are able to learn, both of 
you gentlemen are very indus- 
trious, have an excellent’ location, 
with a future that is very prom- 
ising. 

This is a pretty hard combination 

to beat and this department sin- 

cerely expresses the wish that the 
hopes and the plans you have 
made for your business venture in 

Denver will live upto your every 

expectation. 

It is a pleasure to number you 

as one of our customers and I 

hope that this original transaction 


Tn ce ne me 


Our invitation to our readers to send 
in their comments has borne fruit. 
See pages 26 to 28. 
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is merely a forerunner of continued pleasant busi- 
ness relationships for many, many years to come. 


Cordially yours” 


Our credit department believed that this had set a 
goal for this customer. The account was carefully 
watched. Not only was the contract agreement fulfilled 
in its entirety, without one slight failure, but their pur- 
chases were always consistently discounted. 

We use our salesmen very infrequently to accom- 
plish any collection effort.‘ Where we feel they may 
have a very direct interest, and particularly where they 
know the customer very well, we often give them the 
privilege of talking to the customer about the account 
before a letter emanates from our department. We 
find that the salesman likes this approach and, in many 
instance, he returns the favor by informing the credit 
department of some incident affecting a customer’s 
credit or a suggestion whereby he can become a better 
account. 


Go and See Him 


I mentioned previously something about uninten- 
tionally humiliating a customer. We have a very good 
account, who, ‘at one time, owed us a considerable 
amount of money. It was allowed to remain on the 
ledgers for some time because of a dispute involved in 
the transaction. The account was so large during the 
war that many times assignments were taken to make 





LETTERS TO 


‘Cash Discounts Continue 
To Occupy Attention of 
All Thinking Credit Men 


‘Credit and Financial Management 
Editorial Offices 

‘One Park Avenue 

New York 16, New York 
‘Gentlemen : 

In your June issue, you discussed the subject of cash 
‘discounts and invited additional ideas on this subject. 

I thought it might be interesting to you to review a 
series of four letters which were interchanged between 
our Company and one large national Company who 
attempted to reduce cash discount on what we consid- 
ered an unwarranted basis. 

Possibly the manner in which we presented this sub- 
ject to this manufacturer may bring up a new point, as 
I have not seen this particular point stressed in other 
‘discussions. 

You are at liberty to use the correspondence in any 
‘manner you see fit as you will note the name of the 
‘manufacturer has been deleted. 

Very truly yours, 

GEO. P. DAVIS 

General Manager 

Lorenz Co. 

Klamath Falls, Ore. 
April 26, 1947 


‘ 


our position securé. The account was generally slow, 
The customer used to come into our rather large office 
directly to the Credit Department. I sensed that over a 
period of time he became slightly humiliated by the 
procedure because he must have felt that the other de- 
partment heads knew that his credit was in jeopardy 
or he would not have been headed for the credit depart- 
ment. This procedure was changed. I made it a point 
to visit the customer at his office. We got along much 
better. The old account which I have just mentioned, 
amounting to approximately $3,000.00 and almost out- 
lawed, was paid in full in a few months. In addition to 
this, I pointed out to him one day that he was sacri- 
ficing the month’s salary of a good man by not. dis- 
counting his $12,000.00 account. Never had the cash 
discount privilege been presented to him in quite that 
manner. From that day to this he has consistently dis- 
counted every invoice on the ledgers. 

Thus in this short discussion, I hope you have not 
considered me to be egotistical in any of my comments 
because one can hardly talk about the subject “GET- 
TING THE MONEY AND KEEPING THEM 
HAPPY” without giving a few personal experiences. 
I hope that, even though some of these actual examples 
have been paralleled by your own efforts, this article 
may prevoke some constructive thinking among those 
of us who are interested in better credit management to 
a point where we make our Credit Department live, 
constructive, friendly, as well as analytical divisions, of 
our respective Company’s business. 





THE EDITOR 


No Comment Needed 


The Blank Company 

New York, New York 

Attention: Mr. John Doe, Vice President & Treasurer 
Dear Mr. Doe: . 
We wish to vigorously protest the change in your dis- Ff 
count terms, announced in your letter of April 21st, 1947. 
Our average purchases from your company for the past 
four years have been slightly in excess of $23,000.00. 
The margin of profit we make on the material handled 
for you is sub-standard to begin with, and this further 
reduction of discount, will definitely make it unprofit- 
able, as we cannot change our terms to customers, and 
make them vary with the hundreds of manufacturers Ff 
whom we represent. 

We have long recognized that the 2% discount was 
more of a trade discount than a reward for prompt 
payment. Nevertheless, until we, as your agent, cal 
eliminate or reduce cash discounts to our trade, we feel 
that it is unfair and prejudicial for a manufacturer to 
take this action in connection with his agents. We shall 
simply have to raise the price of your products, if you 
persist in this action, and that may thereby affect your 
volume. Since the sale of roofing products constitutes 
less than 1% of-our total volume, it would not be 2 
serious matter, so far as we are concerned, but really 
might concern your companies more than it would us. 
I suggest and urge that you re-consider your action and 
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abide the time when cash discounts 
could be adjusted uniformly from 
the manufacturer through, to the 
ultimate purchaser. 
Your truly, 
LORENZ CO. 
Geo. P. Davis 


GPD:kb General Manager 


Mr. G. P. Davis 
General Manager 
Lorenz Co. 
Klamath Falls, Ore. 
Dear Mr. Davis: 

Your recent letter commenting on 
the reduction of our cash discount 
from 2% to 1% is much appreciated 
and we are taking this opportunity 
of giving you our viewpoint on the 
action taken. 

The decision to reduce our cash 
discount from 2% to 1% was ar- 
rived at only after long and careful 


consideration of the various factors 


‘involved. We realize the necessity 
of an incentive for prompt payment 
of bills, and the many advantages 
flowing to a business whose cus- 
tomers pay promptly. The present 
policy of allowing customers a cash 
discount of 1% for paying on the 
10th proximo insteading of paying 
‘net on the 30th proximo provides an 
‘income of approximately 18% per 
annum on the money involved. 
Such a return is certainly so attrac- 
‘tive when compared with existing 
profit margins and interest rates that 
‘customers should avail themselves 
of it. In paying our bills where 
similar conditions exist we never 
‘tail to take advantage of such a re- 


‘turn, and if necessary we should bor- 


row money (at a much lower rate 
‘in order to continue the practice. 
We do not consider the cash dis- 


‘count as a price factor but rather as 
-an allowance for earlier payment of 


the amount due. The only element 


‘involved in the availability of the 


discount is time and this factor is 


“not present in price determination. 


With kindest regards, we remain 
Sincerely yours 
THE BLANK COMPANY 
John Doe 
Vice President and Treasurer 


May 12, 1947. 


‘The Blank Company 


New York, N. Y. 


-Attention: Mr. John Doe, Vice 


President & Treasurer 


‘Dear Mr. Doe: 


Answering your letter of May 8th, 


1947, regarding cash discount, wish 
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Can you AFFORD to leave your 
RECEIVABLES UNINSURED? 


YOU KNOW that a large percentage of ‘your working capital is 
represented by your accounts receivable. Look at your own statement. 
Can you afford to leave your receivables uninsured . . . or could a 
jump in your credit losses wipe out your profits? 


SOUND BUSINESS JUDGMENT tells you that your accounts receiv- 
able are important assets ai all limes . . . subject to risk ai all times 
... Should be protected at all times. That is why manufacturers and 
wholesalers in over 150 lines of business carry American Credit 
Insurance .. . which GUARANTEES PAYMENT of your accounts 
receivable for goods shipped . . . pays you when your customers can’t. 


TODAY, CREDIT LOSSES ARE RISING .. . following the same basic 
pattern that appeared after World War I. . . No one knows how far 
this trend will go. It is time to give more attention to your credits. 


SEND FOR FACTS ON CREDIT LOSS CONTROL. Knowing the facts 
about American Credit Insurance and Credit loss control may mean 
the difference between profit and loss for your business . . . in the 
months and years of uncertainty that lie ahead. Write today for full 
information. Address: American Credit Indemnity Company of New 
York, Dept. 47, Baltimore 2, Md. 
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Credit Insurance 
Pays you when N 
your customers can’t 
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to advise that we are fully acquainted with all of the 
interest factors involved. 

We do not intend to pursue this particular matter 
further, so an answer to this letter is not necessary. 
However, it appears that the import of our letter was 
misunderstood, and we repeat, that the price of your 
product to our trade will be raised sufficiently to permit 


us to make a normal margin of profit, taking into con- - 


sideration the fact that we still allow our customers 
2% cash discount. What this will do to the sales of 
your particular product is a matter of conjecture, but 
that was the point we wanted to present to you. 
Yours truly, 
LORENZ CO. 


TO ALL BLANK CUSTOMERS: 

Although financial considerations warrant a cash dis- 
count no greater than 1% tenth proximo, in deference 
to the wishes of our good customer friends, we are re- 
instating (on all those building material products for- 
merly carrying 2% discount) our former cash discount 
terms of 2% tenth proximo, net thirtieth proximo. This 
change will be effective of shipments made on and after 
May 26, 1947. 

Cordially yours, 

THE BLANK COMPANY 
Mr. John Doe 

Vice President & Treasurer 


Business Institute at Penn State 
. Many of the latest federal and state regulations 
» 


in the fields of accounting, banking, taxation, and 

other business phases, as well as long and short- 

range business prognostications, were explored 
and discussed at the Institute on Business, Finance, and 
Taxation at The Pennsylvania State College, June 
15-19, 1947. 

With J. K. Lasser of ‘New York City as chairman, 
the panel of 18 speakers and discussion leaders in- 
cluded CPA’s and attorneys from New York, Phila- 
delphia, and Pittsburgh, as well as four members of 
the Penn State Faculty. 


Before Addressing The 
“Public”, Better Make 
Sure Just What It Is 


Through the kindness of Mr. D. A. Grant, Di- 
= vision Credit Manager of the Socony-Vacuum 
uw  Oijl Company, Chicago division, we have come 
into possession of a release emanating from his 
company’s Industrial Relations Department. The re- 
lease, titled “About Talking to the Public in Terms of 
its Experience,’ is well worth reproducing in full. 
Here it is: 

Every now and then some significant information 
comes along that throws new light on the people who 
make up the public—information which can be useful 
to industry in preparing and distributing its message. 

Information of this kind was issued recently by the 
National Industrial Conference Board in one of its 
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Forward Is Backward 


Credit & Financial Management 
No. 1 Park Avenue 

New York 16, New York 
Gentlemen : 

The very friendly spirit expressed in the recent notice 
in the magazine saying that you would like to hear from 
some of the readers has given us an opportunity. 

Every time we write you it won’t be something that 
we are criticizing, but in this particular case it is. Some- 
time ago you ran an.article on the writing of collection 
letters in which it was stated that there was no such; 
thing as “Business English.” That was only one of the 
things which did not seem to ring true according to 
the belief of many of the universities in the country. 
The article was by Charles Forward, but many of the 
beliefs in it were more in the nature of backward. 

Now we wonder just who would use a card such as 
you outline on the enclosed page 23, entitled, “The 
Meanest Racket.” We cannot conceive of any creditor 
sending such a thing as this to any account as it seems 
to us to be most insulting and a very poor treatment 
to suggest, especially coming from our Association. 


Yours very truly, 


HARRIS T. FULTON 
The Ainsworth Shoe Co. 
Toledo 


“Road Maps of Industry.” For example, in writing 
or speaking of: post-war problems, management may 
well bear in mind that: 

77.7 per cent, or 110.8 million individuals, have 

no adult experience with World War I, that is, they. 

were not born or were less than 21 years of age on 

November 11, 1918. 

Similarly, as a reminder in connection with any dis-. 
cussion of factors that can change a period of prosperity. 
into one of depression, the Board presents this signifi-. 
cant fact : 

63.3 per cent, or 90.3 million individuals, haye no, 

adult experience with the 1929 crisis, that is, they 

were not born or were less than 21 years of age on 

October 25, 1929. 

As background for consideration of industry’s prob-. 
lems involving legislation is this reminder : 

58.4 per cent, or 83.4 million individuals, have no 

adult experience under a Republican administra- 

tion, that is, they were not born or were less than. 

21 years of age on March 4, 1933. 


Industry in Peace and War- 


Worth remembering is that a large segment of the- 
population may not realize that the functions and opera- 
tions of industry in peace are different, from-thoge of in- . 
dustry in war, since: 

48.2 per cent, or 68.7 million individuals, have no 

previous adult experience with a peacetime econo- 

my, that is, they were nat born or were less than. 

21 years of age on September 1, 1939. 

Of practical sales significance, as well as one reason 
why management should seize every..appropriate “and ° 
effective opportunity to convey its ideas to the public, 
is the fact that: 
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44.4 per cent, or 63.4 million individuals, have no 
previous adult experience with a free market for 
cars, homes, clothing, etc., that is, they were not 
born or were less than 21 years of age on December 


7, 1941. 


One in Seven a Veteran 


Summarized below are some additional relevant 
facts compiled from the Statistical Abstract of the 
United States, the Congressional Directory, and various 
other sources : 

(1) Veterans of all wars in the United States, num- 
bering 4 million in 1939 will soon number 20 mil- 
lion. One of every seven persons and one of 
every four eligible voters will be a veteran. 


eee 


(2) Of an estimated total of ap- 
proximately 29 million workers 
engaged in occupations in 
which unions were organizing 
and endeavoring to obtain writ- 
ten agreements in 1945, about 
13.8 million workers, or about 


written collective bargaining 


agreements. was organized. It was composed of a night patrol of 8 men, its 

(3) Women employed according to | - apparatus consisting of 250 leather fire buckets, 12 ladders, and 
recent estimates, number about a few hooks and poles brought from Holland. In 1731 a room was 
17 million, or approximately 30 fitted up in City Hall, and in it were kept two hand fire-engines, 
per cent of total employment, imported from England. Five years later the first engine-house was 
as compared with 11 million built ori Broad Street, and 10 Ibs. a year was paid to Jacobus Tink 
employed in April 1940, ap- to keep the apparatus in order. In 1737 a regular Fire Department 
proximately 24.8 per cent of _ of 25 men was organized. From this simple beginning sprang 
total employment. New York’s present great fire department which for so long has 

(4) Of the 96 Senators now in exchanged mutual benefits with the city’s fire insurance industry. 
Congress, only 12 were elected The National Union and Birmingham Fire Insurance Companies 
prior to the New Deal, i.e., have been constantly aware of the value of careful attention to 
1933 ; and of these 12, eight are small matters —so many of them grow into big affairs later on. 
from the “Solid South.” 

(5) Figures showing the education- N A T a ab N A L UO N I “Dp N 


al background of industry’s 
audience indicate that 8.6 has 
the median number of years of 
school completed by the 74.7 
million population 25 years of 
age and over in 1940. 

(6) Less than 5 per cent of this 
population completed four 
years of college, and only 14.1 
per cent have completed four 
years of high school. Almost 
3 million had no _ formal 
schooling. While no specific 
figures are available, all indica- 
tions point to a rapid increase 
in the total number of people 
acquiring formal schooling since 
the last census was taken. 

) Although a substantial shift in 

L the total population from rural 

to urban territory took place 

) in the 30 years between 1910 

i and 1940, some 57 million 

people, or 43:5 per cent, 

still live in rural territory 
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48 per cent, were covered by BIRTH OF A GREAT ORGANIZATION 
While New York was still New Netherland, its first fire company 


and BIRMINGHAM 
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and about 48 million of these people live either on 

farms or in unincorporated villages. 

(8) Indicative of change in young people’s interest is 
a recent poll taken in New York City which indi- 
cated that less than 1 per cent of some 20,000 boys 
and girls between the ages of 8 and 14 had read 
any of the books of Horatio Alger, Jr. Some 92. 
per cent of this group had never heard of Alger. 
The trend among today’s children is apparently 
toward magazines and the radio, rather than books. 
Comic books were listed as the favorite type of 
reading. 

These are just some indications that the “public” is 

not static and shifts in experience levels are highly im- 

portant in industry’s public relations. 


PENNSYLVANIA 


CREDIT AND FOREIGN TRADE 


Some of the Hazards that the Exporter Must Expect 


by JOHN H. SCHWOON* 
Assistant Secretary, Guaranty Trust Company, New York 


I believe that we are all familiar with the various 
ways in which a country can create foreign ex- 
change, by which it is able to purchase the goods 
of other countries. In general, they are as follows: 
. By the shipment of gold or the release, of ear- 
marked gold held abroad. 
. By borrowing abroad, either through private or 
government channels. 
. By the sale of goods and services; the remittance 
by its nationals residing abroad, and the ex- 
penditures of tourists and other travelers. 


Change in Gold Situation Unlikely 


At the present time we hold approximately two-thirds 
of the world’s gold supply, and the possibility of ac- 
quiring a sizable additional amount is remote. It is 
likely that most countries having gold holdings will not 
exchange the remainder for imported merchandise under 


present conditions, except for the most useful type.’ 


In addition, the need for miaintaining certain gold re- 
serves against their outstanding currency also would 
make it likely that a considerable amount of gold will 
continue in the hands of other countries. Borrowed 
money, gifts, and funds created during the war played 
an important part in paying for exports from the United 
States during 1946, and a continuance of borrowing, 
assuming that it will be possible through the newly 
established agencies such as the International Bank and 
the Stabilization Fund, as well as previously existing 
organizations, can only provide a stop-gap. Borrowings 
create principal and interest obligations and unless 
made for sound purposes, can be a detriment rather 
than an aid to the borrowing country. 

The forwarding of funds abroad by nationals or 
immigrants from other countries and tourist expendi- 
tures, while substantial, is not of general scope at present, 
although such funds act as a distinct aid to some 
countries. The ability of the other countries to sell their 
products and services on a basis to create sufficient 
current acceptable foreign exchange to meet their cur- 
rent foreign exchange obligations is the remaining 
solution, but thus far this has not been collectively 
achieved, either by reason of not obtaining proper 
markets for their products, or else purchasing more 
than their reserves and newly created exchange holdings 
warrant. 


* Address delivered before the Chemical and Dye Group at the Na- 
tional Convention on May 14. , 
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During the war, many countries, particularly in Latin 
America, built up considerable United States dollar 
reserves, because of a ready market for their products 
at good prices and their inability to make extensive 
purchases from the United States or elsewhere. Al- 
though good prices may still be obtained by them for 
their products, exchange in many instances is being 
used rapidly for purchases which can now be more 
readily made. In some countries, strikes have prevented 
the production of their principal products, and have 
accordingly reduced foreign exchange accumulations. 

As a good portion of the world’s trade is on a U. S. 
dollar basis, the creation of dollar exchange is extremely 
important, but it is not being accomplished sufficiently 
by trade with us. Department of Commerce figures 
show that exports this year have exceeded $1,000,000,- 
000. per month for each of the first three months, 
while our imports amount to only about one-third of 
our exports. This situation is steadily creating a dollar 
exchange shortage which is bound to reflect on our 
export trade in the future. Even countries which have 
general favorable trade balances, such as Canada, have 
found their U. S. dollar exchange reserves diminishing 
because of the important part of their imports which is 
being paid for in U. S. dollars, and export sales which 
are being made to a great extent in currencies not con- 
vertible into U. S. dollars. During 1946, Canada used 
$263,000,000. of its U. S. dollar and gold reserves, 
leaving a total at the end of the year of $1,244,900,000. 
Although this is a substantial amount, exchange officials 
in Canada have expressed themselves that Canada 
eventually would have either to reduce its deficit by 
selling more to the United States or spending less in 
that country, or increase their U. S. dollar income 
from other countries. 


Collection Conditions Deteriorating 


The availability of more merchandise and the relaxa- 
tion of export controls over certain goods will not only 
tend to aggravate exchange problems, but will also 
have the tendency to create a buyer’s market. While 
it may be an exaggeration to say that the credit man- 
ager’s task during the war and the postwar period up 
to now has been a comparatively easy one, there is no 
question but that the job is going to be a great deal 
more difficult in the future, by reason of the previously 
mentioned circumstances. Already there are signs that 
the period of excellent collection experience may be 
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at an end. Thus far, this condition tay not have been 
noticed by all of you, but in a banking organization 
which handles a large volume of foreign business, repre- 
senting a complete cross section of the export field, 
it is bound to show itself before the experience becomes 
general. So far, it has occurred mostly in connection 
with shipments made by newly established export houses 
dealing in general exports whose customers are more 
or less in the same category. 

We have had a number of experiences which are 
decidedly different from those during the period when 
the most important job was to get the merchandise in 
the hands of foreign customers, and when payment was 
either made in advance or by the establishment of a 
letter of credit, without any particular urging by the 
seller. Those who shipped on a draft basis also had 
uniformly excellent payment results. 


Control of Imports Wider 


We are now entering a period when exchange is 
either becoming scarce or the exchange control com- 
missions are administering its allocation in a more 
cautious manner. Situations of exchange scarcities 
exist in Costa Rica, Peru, Bolivia, and other countries. 
Cautious administration of exchange allocation is notice- 
able in Colombia, Sweden, Belgium, Brazil, and a 
number of others. In other cases, where seemingly 
ample exchange availabilities exist, allocations of a 
large part of a country’s reserves are set aside for the 
payment of equipment for rehabilitation of railroads, 
building of roads, hydro-electric plants, and other major 
developments. This is occurring in Chile, Argentina, 
Uruguay, and others. All these situations tend to 
make exchange to cover the importation of ordinary 
type merchandise in large volume either impossible to 
obtain, or at least difficult. The result is that we are 
hearing practically each day of new lists of merchandise 
which will be subject to import permits, the cancellation 
of import licenses as of certain dates, 
the issuance of import licenses for 
reduced periods, the refusal to per- 
mit the issuance of letters of credit, 
and the refusal of permission to ar- 
range for payments in advance. 
Letters of credit in some instances 
can be obtained only for short validi- 
ty periods; too short for production 
and preparation for shipment. 


Cancellations Are Increasing 


_ In addition, importers are becom- 
ing really “choosy” and are ordering 
only that which they, are reasonably 
sure of being able to sell at a profit. 
Some of the unprincipled ones will 
not hesitate in refusing to accept 
merchandise if they find that they 
have miscalculated their ability to 
sell it profitably. 

Recently, one of our customers 
received an order for some elec- 
tric appliances for a nearby Latin 
American country. Shipment as 
specified in the order was on its 
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The Connecticut Fire Ins. Co. 
Z Hartford, 15, Conn. 


Atlantic Fire Insurance Company ~ 
Raleigh, North Carolina 


Great Eastern Fire Insurance Co. 
White Plains, N. Y. 


Reliance Insurance Company of Canada 


way in less than two weeks after its receipt, 
but on arrival, the merchandise was refused. Appar- 
ently, the importer had made an error in his calculations, 
or had missed the market, and instead of taking the. 
merchandise, thereby fulfilling his purchase agreement, 
he was perfectly content in forcing the exporter to try 
to get out from under the transaction with as small a 
loss as possible, by disposing of the merchandise else- 
where. 


Port Congestion Is a Problem 


Congestion. in foreign ports, particularly in Latin 
America, also adds to the credit manager’s problems. 
Whereas it was possible for some time to ship on a sight 
draft basis and have payment in hand within a one to 
two months’ period, depending on the distance of the 
market, the time in a number of instances has doubled. 
This condition naturally increases considerably the out- 
standing with a customer, making the credit risk that 
much higher. Consideration in some cases must be 
given to reduce sales, in order to keep indebtedness 
within set lines of credit. 

A recent communication from Buenos Aires in re- 
gard to the congestion in the port, indicated that the 
port facilities are inadequate and the workers apparently 
not over-efficient. As a result, merchandise clearance 
is delayed considerably and in one extreme case, a 
ship arriving at the port toward the end of February 
had not been unloaded by the middle of April. Similar 
conditions and lengthy delays in clearance exist in 
other South American ports in Brazil, Colombia, and 
Venezuela. 


Extend Credit Carefully 


The only way to cope with these hazards is to be 
extremely careful in the extension of credit, taking all 
possible angles into consideration. Doing business 

(Continued on page 46) 


Where are the (Costs of Yesteryear 7 


"4 


Well, if you are thinking of building costs, the answer is 
they’re out of sight.. If you bought insurance within the 
past five years, you are probably under-insured now. 
The thing: to do is to check your present insurance 
against the present cost of reproducing the property and 


then make the necessary adjustments. But do it now. 


THE PHOENIX INSURANCE COMPANY 


Hartford 15, Conn. 


Equitable Fire & Marine Ins. Co. 
Providence 3, R. 1. 


The Central States Fire Ins. Co. 
Wichita 2, Kansas 


Minneapolis F. & M. Ins. Co. 
Minneapolis 2, Minn. 


Montreal 1, Canada 
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SIMPLIFYING CREDIT PROCEDURES 


How To Increase Efficiency and Economy in Management 


by W. V. FARR* 


Assistant Treasurer, American Steel & Wire Company, Chicago 


Recently, we came to. the end of several years 
of wartime operations during which period the 
responsibilities of credit men were great. The 
number of orders handled was large, the values 
of individual orders were frequently much greater than 
ordinarily encountered-in peace time, action was geared 
to top speed and office staffs were depleted of ex- 
perienced personnel. Too, there were such matters 
as V-Loans, cancellation clauses in orders and the 
settlement of termination claims for careful considera- 
tion. Although none of us probably was able to fore- 
tell the end of the war, nevertheless, toward the end, 
we began to sense that things were coming our way 
and started thinking in terms of post-war conditions, 
the part credit departments would play in that economy 
and planned accordingly. We are now in that post- 
war period. The initial problems of industry of con- 
verting production facilities appear to have been met 
rather successfully. Presently, industry’s problems 
are varied. One which we hear about, for example, 
is inventory — in some instances inventories are un- 
balanced, while in others they are excessive. In some 
businesses where this condition exists, there are signs 
that working capital positions have been and are being 
imparied as evidenced by a slowing up of collections. 
True, this slowness is not widespread but it is, never- 
theless, a sign that should not be ignored. Does it 
represent isolated cases or is it the beginning of a trend 
influenced by several factors, some of which may be 
obscure at the moment? Since there is some degree of 
uncertainty as to just what business conditions will be 
in six months or a year from now, preparation for a 
period of economic readjustment is a wise course to 
consider if we are to meet our responsibilities fully as 
managers of credit. 


Credit Manager’s Responsibility 


What is a credit manager’s responsibility? Each of 
us probably has a slightly different definition. Basically, 
however, it is the proposition that each order received 
is handled in such a way that there will be a minimum 
of lost business because of credit reasons and that bad 
debts will be low, both of the foregoing in relation to 
total business received'for a given period. Furthermore, 
the turnover of receivables should be consistent with 
terms assigned. All of these should be practiced to the 
extent that the best interests of our employers are 


— 


* Address delivered before the Iron & Sieel Industry Group at the 
National Convention on May 14. 
; 
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served. It is expected that this responsibility will be 
met efficiently and economically. 

Providing a capable and well trained personnel, 
whether it consists of one person or twenty-five, is our 
first consideration. It is reasonable to believe that peo- 
ple can perform better if they know what their duties 
are and how they are to be performed. Position de- 
scriptions and procedures tend to improve the quality 
of judgment, distribute duties equitably, eliminate over- 
lapped, conflicting or poorly defined responsibilities, and 
do not leave to change and individual whims the use of 
methods by which work is performed. 


Position Descriptions 


With reference to a position description, it is specific 
in enumerating the duties or responsibilities of an in- 
cumbent and states how much authority is vested in him 
in connection with meeting those responsibilities. 

A type of position description currently in use is a 
printed form consisting of two principal parts. The first 
is for the exclusive use of management and sets forth 
certain basic specifications required of persons holding 
the position. These specifications ordinarily are con- 
sidered as minimum requirements for appointment to 
the position. Some of the more important information 
recorded in this part of the description is the usual title 
of the position; minimum and maximum hiring ages; 
sex preferred; degree and extent of supervision exer- 
cised ; education, experience and knowledge required for 
appointment ; and promotional possibilities. 


Degrees of Supervision 


With regard to the foregoing, the degree and extent 
of supervision are about the only items needing elabora- 
tion. The degree of supervision exercised over the 
incumbent holding the position is classified generally as 
falling into one of the following three classifications : 

(1) Detailed assignment and detailed explanation of 
each task. 

(2) Explanation of new work or changes. 

(3) General direction in which it is required only to 
outline the work and the results expected. The extent 
of supervision required for reviewing and checking 
quality, quantity and accuracy of work is indicated as 
constant, periodic (either weekly or monthly), occa- 
sional or casual. 


(Continued on page 41) 
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Southwest Credit 
Conference Plans 
Near Completion 


Fort Worth: Plans for the Southwest 
Credit Conference, to be held at Fort 
Worth on September 26 and 27, are pro- 
ceeding» apace, according to word from 
J. D. Blackwell, General Chairman. 

Emphasis is placed on Group activity. 
The advance interest shown in these 
Group meetings indicates that this im- 
portant part of the conference will be 
well-attended. 

Entertainment has not been forgotten. 
Typically western entertainment is being 
provided—a re-enactment of Judge Roy 
Beans’ court (“The law west of the 
Pecos”) and a chuck wagon dinner; not 
to mention a football game between Texas 
Christian and Oklahoma Aggies. 

Speakers include Dr. Arthur A. Smith, 
of Southern Methodist University, Presi- 
dent Charles B. Rairdon, of the National 
Association of Credit Men, and Henry 
H. Heimann, the Association’s Executive 
Manager. 


New Education Plan 


To Go Into Effect 
At Detroit Chapter 


Detroit: The Detroit Association of 
Credit Men is planning a new educational 
curriculum in collaboration with the Uni- 
versity of Michigan School of Business 
Administration and Extension Service. 
Complete details are not yet available, 
but the course is described as a two-year 
program for “active and prospective” 
credit executives. Fred J. Flom, who is 
at present at the Executives’ School at 
Madison, Wis., is Chairman of the project. 


Mainous New President 
of Lexington Association 


Lexington: Over 150 members of the 
Lexington Credit Men’s Association were 
present at the annual meeting on June 19. 
New officers elected and installed were 
Arch G. Mainous, President, and Henry 
P. Fischer, Vice-President. 

_ Eight visiting bankers frem the Lex- 
ington area were present to hear the guest 
speaker, Wallace M. Davis, ‘Vice-Presi- 
dent of the Citizens Fidelity Bank & Trust 
Company of Louisville, who made an ex- 
cellent address on “Credit Worthiness.” 


Banker Heads New 


Board of Officers 
At San Francisco 





San Francisco: The Board of Direc- . 


tors of the Credit Managers’ Association 
of Northern and Central California re- 
cently announced the election as President 
of, Thomas F.' Meehan, Vice-President 
of the Crocker First National Bank of 
San Francisco. Other officers elected 
were O. C. Levo, Hills Bros. Coffee, Inc., 
First Vice-President; M. C. Ulmer, L. H. 
Butcher Company, Second -Vice-Presi- 
dent; A. I. Hermann, Union Lumber 
Company, Treasurer. 

The Credit Managers’ Association of 
Northern and Central California has ap- 
proximately 1200 member firms with gen- 
eral offices in San Francisco and fully 
operating chapters in Fresno, Stockton 
and Sacramento. 


Toledo: The Toledo Credit 
Men’s Association has added a new 
group—paint. dealers—to their ros- 


ter and the charter membership of 
the group is almost 100% of the 
potential. 





Eight Milwaukee Men 
Receive Fellow Award 


Milwaukee: Eight members of the Mil- 
waukee chapter, National Institute of 
Credit, recently completed the require- 
ments for the fellow award. This’ brings 
to nineteen the number of Milwaukee 
students to complete the Institute pro- 
gram. 
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Robert Young Is 
New Director of 
District Three 


Bethlehem: Robert Young, of the Beth- 
lehem Steel Company, Bethlehem, Pa., and 
a member of the Lehigh Valley-Berks As- 
sociation of Credit Men, has ben selected 
a National Director for District Three, to 
fill the vacancy caused by the elevation 
of Charles E. Fernald, of Philadelphia, to 
the Eastern Vice-Presidency. 

Mr. Fernald’s term as National Director 
would have expired in 1948, and on his 
election as Vice-President it became neces 
sary to elect a new director to serve the 
unexpired portion of his term. 


MEMBERSHIP PROGRESS REPORT 
May 1, 1947 to July 31, 1947 


COMPARISON 
Net Total 
Gain July 31 Percent 
CLASS A 
Rochester ........ 14 515 102.79 
SINE fies ods 42 40 1866 102.19 
Louisville ........ 24 1121 102.18 
CLASS B 
San Diego ........ 18 313 106.1 
Baltimore ........ 13 488 102.73 
Newark? 2.00.0... 8 358 102.28 
CLASS C 
Des Moines ...... 18 208 108.94 
wee ee 12 189 106.77 
Lemngton 3 .:2.. 9 192 104.91 
CLASSD 
Washington ...... 4 114 103.63 
Honolulu ........ 5 145 103.57 
Salt Lake City .. 6 179 103.46 
CLASS E 
Albuquerque ...... 17 77 128.33 
RUN sigs Rte. 7 59 113.46 
Commbgs.... . ... 9 78 113.04 
CLASS F 
Springfield, Mo. .. 3 30 111.11 
Clarksburg ....... 2 27 108 
Huntington ...... 2 33 106.45 


_ San Francisco: The Credit 
Managers’ Association of 
Northern and Central Califor- 


nia has moved to a new home. 
The new address— 

717 Market Street, 

San Francisco 3. 
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CREDIT FACES NEW RESPONSIBILITIES 


Enlarged Scope Offers Better Opportunities To N.A.C.M. 


by CHARLES B. RAIRDON 


President, National Association of Credit Men 


General Credit Manager, Owens-Illinois Glass Company, Toledo, Ohio 


During the war when the gov- 
ernment was the principal cred- 

w itor, the problems of credit 

management were not too diffi- 
cult. Now that we are back into 
peace-time operations, credit respon- 
sibilities take on added significance. 
They are made heavier by the many 
complexes of war, the introduction in 
business of inexperienced manage- 
ment, and the need for reliance on 
private rather than government 
financing. To handle these problems 
properly requires a great deal of the 
present-day credit executive. 

Credit executives more than ever 
must know the problems of credit. 
To aid you in keeping abreast of 
credit developments, the Educational 
Department of the National Associa- 
tion of Credit Men is redoubling its 
efforts. 

Credit men must have every pos- 
sible bit of information related to the 
credit acceptability of their custom- 
ers. The National Association is 
fashioning new tools and better tools 
through its Credit Interchange Bu- 
reau. 

The credit man of today and to- 
morrow must be a conservationist. 
Your organization is stressing the 
importance of channeling your col- 
lections and your Adjustment Bu- 
reau work through your own organ- 
ization, the personnel of which is 


Credit Convention 
Fund Contributors 


Get Thanks, Refund 


New York: Expression of appreciation 
for their cooperation in making the re- 
cent 51st annual convention of the Na- 
tional Association of Credit Men out- 
standing in the annals of the organization, 
is contained in a letter sent by William 
Fraser, chairman of the special conven- 
tion fund committee, to members of the 
New York Credit Men’s Association who 
contributed financial support to the enter- 
tainment of delegates to the meeting. The 
letter extends the personal thanks of 
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skilled in these business rehabilita- 
tions and in the procurement of 
working dollars to replace slow and 
tardy accounts. 

The modern credit executive real- 
izes that foreign trade is a vital factor 
to our own economic well-being. 
Your organization, always possessed 
of an excellent foreign department, 
is utilizing every means at hand to 
improve this service even further. 

The credit executive of today must 
exchange views with his fellow credit 
men. To this end, meeting and 
conferences are being scheduled 
throughout the nation. 

The crime wave following each 
war is again with us after this war. 





Mr. Fraser and those of officers and di- 
rectors of the association and members 
of convention committees, and encloses a 
check representing a refund of 35.8464 per 
cent as the contributor’s share of remain- 
ing funds. 

“From comments of visitors while they 
were here and from the tenor of many 
letters received since our guests have re- 
turned to their homes, it would seem that 
the visiting delegates felt the convention 
was a great success and the best they 
had ever attended,” the letter states. 

Mr. Fraser was asked to act as chair- 
man of the committee by the New York 
president, Earl N. Felio, Colgate-Palm- 
olive-Peet Co., Inc., and by Harry J. 
Delaney, Meinhard, Greeff & Co., Inc., 


In the field of business crime, credit 
executives are more vigilant than 
ever in the detection and punishment 
of ‘commercial crooks through the 
Fraud Department of the National 
Association of Credit Men. 

A medium for written forums is 
necessary to the modern credit ex- 
ecutive. Your National magazine 
and the various National publica- 
tions are being analyzed carefully in 
an endeavor to improve the credit 
articles. 

The whole program for credit ex- 
ecutives in this changing period calls 
for a united effort. We can and will 
procure rich dividends for our in- 
vestment of money and time, if every 
member of our organization will co- 
operate. It will prove to be a pa- 
triotic service well worth while in 
the sense that it will help expand 
our commerce and maintain it on a 
sound credit basis, allowing credit 
to play its part in a healthy expan- 
sion of our nation. 

As your president I ask each and 
every one of you to do your best to 
enable the credit fraternity of the 
United States and the organization 
which represents and speaks for it 
to do the job before us. I pledge to 
you my whole-hearted effort in this 
direction. I ask and know I will re- 
ceive your full support in this pro- 
gram. 


general convention chairman, and as a 
result of his efforts more than 200 mem- 
bers made contributions. 


F. Ellis Heath Receives 
Promotion to Treasurer 


Atlanta: F. Ellis Heath, formerly 
Credit Manager of the Vol T. Blacknall 
Company of Atlanta, has been elected 
Treasurer of the company and a mem- 
ber of its Board of Directors. 

Mr. Heath joined the company several 
years ago and rapidly rose to the top 
of the credit department. He is now at 
Madison, Wis., attending the Executives’ 
School of Credit and Financial Man- 
agement. ; 
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Earl H. Jaynes 

Cleveland: Earl H. Jaynes, Secretary 
of the Cleveland-Cliffs Iron Co. for about 
20 years and connected with the legal 
department of the company for 25 years 
before his retirement in 1942, died at the 
age of 70 on June 19th. 

He was a former President of the 
Cleveland Association of Credit Men and 
a National Director from 1920 to 1922. 


Harry Bolshaw 

New York: Harry Bolshaw, manager 
of credits and collections for Western 
Union Telegraph Co., died suddenly of a 
heart attack on July 8th. He had been 
with his company for 35 years. 

Always active in credit work, he was 
a faithful attender at meetings of the 
New York Association and at National 
Conventions. 


Leon F. Payne 


Pittsburgh: Leon F. Payne, treasurer 
of Carnegie-Illinois Steel Corp. since 
1940, died on June 22. He joined Car- 
negie as a salesman in 1909. From 1913 
to 1918 he was assistant credit manager 
and from 1918 to 1929 credit manager. 
From then until he came to Carnegie- 
Illinois, he was Vice-President and 
Treasurer of Oil Well Supply Co., Dallas. 

Mr. Payne was a director of the Credit 
Association of Western Pennsylvania for 
many years. 


J. Frank Wood 


Richmond: J. Frank Wood, Treasurer 
of Richmond Dry Goods Co., died on 
July 23. 

Mr. Wood was active in credit work 
and enjoyed a wide acquaintance in credit 
circles. He was a National Director from 
1924 to 1926 and a Vice-President for 
two terms, 1926-7 and 1927-8. He played 
a large part in the organization of the 
National Convention in Richmond in 
1936. Mrs. Wood will be remembered as 
that occasion’s excellent hostess commit- 
tee chairman. 


New Orleans Credit 
Men Honor Eight Past 
Presidents at Dinner 


New Orleans: Eight past Presidents of 
the New Orleans Association of Credit 
Men were honored guests at the Associa- 
tion’s semi-monthly luncheon on July 23. 

Past Presidents present were E. Pils- 
bury, J. H. Kepper, G. E. Brister, J. A. 
Monier, Jr., A. P. Spaar, R. A. Piske, 
J. Henry Warner and John F. Roth. Past 
Presidents R. L. Simpson, G. Owen Vin- 
cent, George Grundmann and W. P. 
Lathrop were unable to be present. 

President T. J. Adams recalled that 
the New Orleans Association was or- 
ganized over fifty-one years ago, and 
stated the Association’s records and 
achievements in legislation, education, 
business ethics and professional progress 
had been good and sound. 





Houston: The fledgling Credit Women’s 
Group of Houston has gone to work with 
a will. Already they have secured five 
new Association members (in two 
months) and are enthusiastically carry- 
ing out their membership program. 

Plans are afoot also to sponsor the 
Aline Hower Letter Writing Clinic in 
Houston some time this year. In addi- 
tion they are planning a credit women’s 
breakfast at the Southwest Credit Con- 
ference at Fort Worth in September. 


San Francisco: Attendance records 
were broken at the July meeting of the 
San Francisco Credit Women’s Group 
when Mr. Douglas Barrows, Secretary- 
Treasurer of El Dorado Oil Works, spoke 
to the members on “A Different View 
of Credit,” also touching on some of 
the highlights of handling Foreign Trade. 

Three new members were welcomed at 
the meeting, and as the Group doubled its 
membership in the past year, this looks 
like a good start for our new member- 
ship drive. 

The Group was delighted to have as 
guests two members of the Oakland Credit 
Women’s Group, Florence Paton and 
Jessie Seward. 


Wichita: The June meeting of the 
Wichita Association of Credit Women 
was highlighted by the announcement 
that the ladies of credit had outdistanced 
the Zebras in the membership race. The 
Wichita Association and the White Ma- 
chinery Company both gave $25 prizes 
which were put into a fund for a schol- 
arship. 


Louisville: Vacation time is here, but 
the Louisville Credit Women are busy 
planning for the conference to be held 
October 17, 18 and 19. So they extend 
a cordial invitation to other credit women 
to spend the week-end of October 17 in 
Louisville. They offer trips to Stephen 
Foster’s home, Abraham Lincoln memo- 
rial, Mammoth Cave and a tour of Ken- 
tucky’s Blue Grass with its immense 
farms and stables. 


Detroit: The Credit Women’s Club of 
Detroit, in cooperation with assistants 
and younger executives have agreed to 
present a scholarship to one young credit 
woman who meets the requirements of 
the committee. 


San Francisco: The June dinner meet- 
ing of the San Francisco Credit Women’s 
Group was confined to the installation of 
new officers, for the year 1947-48. Mr. 
Thos F. Meehan, newly elected President 
of the Credit Managers Association, did 
the honors as installing officer, delighting 
all members with his dignity, charm and 
wit in his address to the new officers. 

Our new President, Mary King, is well 
known in credit circles on the East coast, 
having attended the convention in Min- 
neapolis in October of last year and the 
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Credit Congress in New York in May of 
this year. She is a very energetic and en- 
thusiastic person and under her leader- 
ship we hope to accomplish much in the 
way of growth and success of our group. 


St. Louis: The installation of officers 
of the St. Louis Credit Women’s Group 
was held at the Coronado Hotel on July 
17. The meeting had been planned for 
June 26, but the transportation tie-up 
forced its cancellation. 

There was a social hour from 5:45 to 
6:30 and the dinner and formal program 
followed.. Mrs. Elizabeth Halpin, Place- 
ment Supervisor of the Volunteer Serv- 
ice Bureau of the Social Planning Com- 
mission installed the officers. Mrs. Halpin 
is immediate ‘Past President of the St. 
Louis County Business and Professional 
Women’s Club. 


Utica: Utica Credit Women’s Group 
held their monthly dinner meeting at the 
Alexander Hamilton Inn, Clinton, New 
York, on June 19. Miss Edna Tucker 
exhibited colored pictures of scenes in 
the New England States. Several guests 
were present. 


Management Warned On 
Class-War Possibility 


Management has been warned by 
Professor Sumner H. Slichter of 
i Harvard University to broaden its 
contacts with employes as one 
means of achieving cooperation with 
labor and preventing extension to the 
American capitalistic system of the “Euro- 
pean conception of class warfare,” reports 
the New York Times. 

Addressing the Stanford business con- 
ference at Palo Alto, Calif., Dr. Slichter 
said there must be developed a “body 
of thought on ethical questions” raised 
by the growth of big unions. He pre- 
dicted that the discussion precipitated by 
the Taft-Hartley Act might be one of 
the “most useful things” about ‘the new 
law “despite its administrative arrange- 
ments which are almost of the Alice in 
Wonderland type.” 

Dr. Slichter is to lead the first eve- 
ning roundtable discussion at the Execu- 
tives’ School of Credit and Financial 
Management on Monday, August 18th. 


Pittsburgh Golf Meet 
Draws Experts, Rabbits 


Pittsburgh: The Credit Association of 
Western Pennsylvania held its 51st An- 
niversary golf outing an Tuesday, July 
22, at the Chartiers Heights Country 
Club. There were prizes for kicker handi- 
cap and even attendance prizes. It was 
emphasized that this was not a tourna- 
ment but an outing and scores of 70 tc 
150 were expected. 
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NACM NATIONAL COMMITTEES 


For the Year 1947-1948 


ADMINISTRATIVE COMMITTEE 


Charles B. Rairdon (Chairman) 
Owens-Illinois Glass Co. 

Ohio Bldg. 

Toledo 1, Ohio 


Charles E. Fernald 
Fernald & Company 
1737 Chestnut St. , 
Philadelphia 3, Pa. 


C. Callaway, Jr. 
Crystal Springs Bleachery 
Chickamauga, Ga. 


Fred J. Carpenter 

The National Supply Co. 
P. O. Box 28 

Torrance, Calif. 


John E. Hoff 
Klearfflax Linen Looms, Inc. 
Duluth 7, Minn. 


COMMITTEE ON REPORTS 
AND BUDGET CONTROL 
Charles E. Fernald (Chairman) 
Fernald & Company 
1737 Chestnut Street 
Philadelphia 3, Pa. 


Bruce R. Tritton 
American Stove Company 
4301 Perkins Avenue 
Cleveland 3, Ohio 


Joseph Rubanow 
Manufacturers Trust Company 
681 Eighth Avenue 

New York, N. Y. 


NATIONAL LEGISLATIVE 
COMMITTEE 
Edward N. Ronnau (Chairman) 
Cook Paint & Varnish Co. 
P. O. Box 398 
Kansas City, Mo. 


LEGISLATIVE DISTRICTS AND 
COMMITTEE MEMBERS 
District | (Maine, Vermont, New Hamp- 
shire, Massachusetts, Rhode Island and 
Connecticut) 


John T. Barrett 
Henry G. Thompson & Son Co. 
New Haven, Conn. 


E. William Lane 
American Screw Company 
21 Stevens Street 
Providence, R. I. 


R. H. Ryan 

Pratt & Whitney 

Div. Niles-Bement-Pond Co. 
West Hartford, Conn. 


36 


District 11 (New York and New Jersey) 


Irwin H. Raunick 

Fairmont Creamery Company 
197 Scott Street 

Buffalo 4, New York 


Harry J. Delaney 

Meinhard Greeff & Company 
51 Madison Avenue 

New York 10, New York 


District 111 (Pennsylvania and Delaware) 


C. T. Zinsmeister 

United Engineering & Foundry Co. 
First National Bank Building 
Pittsburgh 22, Pa. 


A. E. Southgate 

Phila. & Reading Coal & Iron Co. 
Reading Terminal 

Philadelphia 5, Penna. 


District 1V (Ohio and Michigan) 


Charles S. MacDonald 
Standard Oil Company 
1260 Butterworth, S. W. 
Grand Rapids, Michigan 


Lucas Miel 

Commercial Steel Treating Corp. 
6100 Tireman Avenue 

Detroit, Michigan 


Paul F. Smalley (Cincinnati Assn.) 
Newport Rolling Mill 
Newport, Kentucky 


District V (Maryland, West 
Virginia and North Carolina) 


Virginia, 


Eli Frank, Jr. 
111 N. Charles St. 
Baltimore, Md. 


District VI (Georgia, Florida, Alabama, 
South Carolina, Mississippi and Louisi- 
ana) 


Leo E. Jones 
Arkansas Fuel Oil Co. 
Alattery Building 
Shreveport, Louisiana 


W. B. Crow 

U. S. Tire Supply Company 
2 North 20th Street 
Birmingham 3, Alabama 


J. R. Hagen 

Westinghouse Elec. Supply Co. 
37 S. Hogan Street 
Jacksonville, Florida 


District VII (Kentucky and Tennessee) 
Paul J. Viall 

Chattanooga Medicine Company 
Chattanooga 9, Tenn. 


W. Q. Harned. 

Federal Chemical Company 
828 Starks Building 
Louisville, Ky. 


District VIII (Indiana and Ililinois) 


G. B. Sturtz 

Joslyn Mfg. & Supply Co. 
20 N. Wacker Drive 
Chicago 6, IIl. 


A. W. Macy 
Indianapolis Glove Co. 
430 Park Avenue 
Indianapolis 6, Indiana 


District IX (Missouri, Arkansas and Okla- 
homa) 


H. E. Bucher 

Graybar Electric Co., Inc. 
2642 Washington Avenue 
St. Louis, Missouri 


James B. Nourse 
721 Commerce Building 
Kansas City, Missouri 


District X (Minnesota, Wisconsin, North 
Dakota and South Dakota) 


E. H. Spoerk 

Wisconsin Axle Division 

The Timken-Detroit Axle Co. 
633 High St. 

Oshkosh, Wisconsin 


Howard C. Hartman 

L. J. Mueller ‘Furnace Co. 
2005 W. Oklahoma Avenue 
Milwaukee 7, Wisconsin 


District X1 (Nebraska, Kansas and Iowa) 


Dewey Melvin 

Melvin Lumber Company 
3717 6th Avenue 

Des Moines, Iowa 


Harold R. Burke 

Eggerss O’Flyng Company 
15th & Leavenworth Sts. 
Omaha 2, Nebraska 


District XII (Texas, New Mexico and 
Arizona) 


Rudolph G. Zepeda 
Valley National Bank 
Phoenix, Arizona 


M. I. Freedman 
Roos-Freedman Co. 
800 Commerce Street 
Dallas 2, Texas 


District XII (California, Nevada, Utah 
and Colorado) 


K. J. Koebig 

The Liquid Carbonic 
Pacific Corp., Ltd. 
East 12th» Street 
Los Angeles, Calif. 
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J. H. Barton 

Elec. Supplies Distributing Co. 
435 Second Avenue 

San Diego, Calif. 


Cc. W. McClean 
Probasco & McClean 
Central Bank Building 
Oakland, Calif. 


Jj. A. Walker 

Standard Oil Co. of Calif. 
225 Bush Street 

San Francisco, Calif. 


District XIV (Washington, Oregon, Idaho, 
Montana and Wyoming) 


Clyde Sauve 

Sunset Electric Co. 

1035 N. W. 14th Avenue 
Portland, Oregon 


Carl O. Panks 

c/o Tacoma Feed Company 
524 Puyallup Avenue 
Tacoma, Washington 


F. E. Clyde 

Paraffine Companies, Inc. 
2226 Third Avenue 
Seattle, Washington 


Frank A. Dudley 
General Grocery Co. 
45 S. E. Ash St. 
Portland, Oregon 


NATIONAL MEMBERSHIP 
EXECUTIVE COMMITTEE 


CHAIRMAN 
Les Fishbeck 
Coast Packing Company 
3275 East Vernon Street 
Los Angeles 11, Calif. 


VICE CHAIRMEN 
C. C. Heitmann (Central Division) 
Armour & Company 
Fort Worth, Texas 


Howard S. Almy (Eastern Division) 
Collyer Insulated Wire Co. 
Pawtucket, R. I. 


MEMBERS 
Richard Davis 
General Electric Supply Co. 
378 Stuart Street 
Boston, Mass. 


Jas L. Adkins 
Remington Rand; Inc. 
465 Washington Street 
Buffalo, N. Y. 


George Hallett 


Tung Sol Lamp Works 
Newark, N. J. 


Harry L. Beach 

General Electric Supply Corp. 
1330 New York Ave., N.W. 
Washington 5, D. C. 


F. Dean Hayes 

West Penn Power Co. 
14 Wood Street 
Pittsburgh 22, Pa. 


J. A. Greenlee 

Capital City Supply Co. 
P. O. Box 833 
Charleston, W. Va. 


H. M. Kessler 

The Standard Printing Co. 
220 S. First Street | 
Louisville 1, Kentucky 


B. E. Walker 

C. M. McClung Co. 
501 W. Jackson Ave. 
Knoxville 7, Tenn. 


T. M. Sherman 

Toledo Steel Products Co. 
724 Monroe Street 
Toledo, Ohio 


Wm. Wanvig 
Globe Union, Inc. 
900 E. Keefe Ave. 
Milwaukee 12, Wisc. 


C. T. Blackmore 

The Powers Regulator Co. 
2720 Greenview Ave. 
Chicago 14, IIl. 


Maurice D. Fields 

Central Rubber & Supply Company 
120 South Meridian Street 
Indianapolis, Ind. 


A. H. MacNabo 

Acme White Lead & Color Works 
8250 St. Aubin Avenue 

Detroit 11, Mich. 


A. R. Gilmore 
Sherwin Williams Co. 
Dallas 1, Texas 


Annie Porter 
Santa Fe Builders Supply Co. 
Santa Fe, New Mexico 


Earl Warrick 

Gulf Refining Co. 

941 Maison Blanche Bldg. 
New Orleans, La. 


C. W. Bandy 

Beck & Gregg Hdwe. Co. 
217 Luckie St., N.W. 
Atlanta, Ga. 


Leo M. Sweesy 
Jacob R. Decker & Son 
Mason City, Iowa 


Ed Meirink 

Universal Match Corp. 
1501 Locust St. 

St. Louis 3, Mo. 


John T. Barrett 
Henry G. Thompson & Son Co. 
New Haven, Conn. 


Miss Blanche Scanlon 
Nash Coffee Co. 

1330 N. E. Quincy St. 
Minneapolis, Minn. 


Stephen J. Wirtz 

Omaha Natl. Bank 
17th & Farnam St. 
Omaha 2, Nebraska 
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Alexander Turnbull 
Butler Paper Company 
Denver, Colo. 


E. R. Wilkinson 
First Natl. Bank of Portland 
Portland 8, Ore. 


Harry G. Hyland 
Haas Bros. 

3rd & Channel Sts. 
San Francisco 7, Calif. 


Ralph J. Stowell 

National Bk. of Commerce of Seattle 
Central Branch, 5th & Olive 

Seattle 11, Wash. 


Lester C. Scott 

E. L. Bruce Co. 
P. O. Box 397 
Memphis 1, Tenn. 


NATIONAL CREDIT EDUCATION 
COMMITTEE 


Joseph Rubanow (Chairman) 
Manufacturers Trust Company 
681 Eighth Avenue 
New York, N. Y. 


Howard S. Almy 

Collyer Insulated Wire Co. 
P. O. Box 61 

Pawtucket, Rhode Island 


Henry Meyer 

First National Bank 

Light & Redwood Sts. 
Baltimore, Maryland 


S. G. Jones 

National Newark & Essex Banking Co. 
744 Broad St. 

Newark, New Jersey 


Lawrence F. Sullivan 
Register & Tribune Co. 
Des Moines, Iowa 


Joseph A. Kennedy 
Electric Storage Battery Co. 
Philadelphia, Pa. 


J. Franklin Smith 
Monsanto Chemical Co. 
Everett, Massachusetts 


J. W. Lerch 
H. Levi Company 
800 Broadway 
Kansas City, Mo. 


Richard. McCormick 
William Iselin & Co. 
357 4th Avenue 
New York, N. Y.— 


William Lenga 
American Steel & Wire Company 
Cleveland, Ohio 


G,. C. Klippel 

Van Camp Hardware & Iron Co. 
401 W. Maryland St. 
Indianapolis, Indiana 
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O. H. Berryman 
_ John Pritzlaff Hardware Co. 
Milwaukee, Wisconsin 


Ivan L. Hillman 
Dravo Corporation 
300 Penn Avenue 
Pittsburgh, Pa. 


Frank C. Knapp 
Endicott Johnson Corp. 
Endicott, New York 


Paul W. Cutshall 
South-Western Publishing Co. 
201 W. 4th St. 

Cincinnati, Ohio 


M. C. Ulmer 
L. H. Butcher Co. 
San Francisco, California 


’ Carl I. Johnson 

Continental Illinois Bank and Trust Co. 
of Chicago 

231 South LaSalle St. 

Chicago, Illinois 


NATIONAL PUBLICATIONS 
COMMITTEE 


G. C. Klippel (Chairman) 
Van Camp Hdwe. Co. 
Indianapolis, Ind. 


A. L. Wehrheim (Vice-Chairman) 
Michaels, Stern & Co. 
Rochester, N. Y. 


George Daniel 
Horne-Wilson, Inc. 
Atlanta, Ga. 


G. E. Gilman 
Colgate-Palmolive-Peet Co. 
Kansas City, Mo. 


Allen W. Selby 
Chicago Daily News 
Chicago, IIl. 


Carl J. Daiss 
Wells Fargo Bank 
San Francisco, California 


Mrs. Freddie Botts Deissroth 
Coleman Lamp and Stove Co. 
Wichita, Kansas 


John L. Wrege 
Louisville Tin & Stove Co. 
Louisville, Kentucky 


ADJUSTMENT BUREAU 
EXECUTIVE COMMITTEE 


George H. Nippert (Chairman) 


The Procter & Gamble Distributing Co. 


53 W. Jackson Blvd. 
Chicago 4, IIl. 


Nat S. Davis 

Bohemian Distributing Co., Inc. 
2254 East 49th St. 

Los Angeles 11, Calif. 


Mortimer J. Davis, Asst. Secy. & Mer. 


New York Credit Men’s Adjustment 
Bureau, Inc. 
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354 Fourth Avenue 
New York 10, N. Y. 


J. K. Scoggan, Treas.-Megr. 
Louisville Credit Men’s Adjustment 


Bureau, Inc. 


320 W. Main St. 


Louisville, Kentucky 


COLLECTION BUREAU 
EXECUTIVE COMMITTEE 


Victor Eggerding (Chairman) 
Gaylord Container Corp. 

111 N. 4th St. 

St. Louis 2, Mo. 


' Hugh F. B. Kerr 


R. W. Norris & Sons 
342 N. Gay St. 
Baltimore 3, Md. 


Lawrence Holzman, Exec. Secy.-Megr. 


San Diego Wholesale Credit Men’s Assn. 


524 B St., Suite 508 
San Diego 1, Calif. 


Chas. J. Briggs, Asst. Treas.-Mgr. 
Rochester Credit Men’s Service Corp. 
34 State Street 

Rochester 4, N. Y. 


CREDIT WOMEN’S EXECUTIVE 
COMMITTEE 
CHAIRMAN 
Marjorie Jennings 
Atlanta Oak Flooring Co. 


920 Glenwood Ave., S.E. 
Atlanta, Ga. 


VICE CHAIRMEN 


Marian R. McSherry 
Schenley Distillers Corp. 
350 Fifth Ave. 

New York, N. Y. 


Lucy G. Killmer 
Guarantee Specialty Mfg. Co. 
E. 96th St. & N. Y. C. R. R. 
Cleveland 8, Ohio 


Bess Marshall 

Paper Supply Co. 

450 Seaton St. 

Los Angeles, California 





Florence Armstrong 
Minneapolis Honeywell Reg. Co. 
2753 Fourth Ave., So. 
Minneapolis, Minn. 


Rosa Basler 

F. D. Lawrence Electric Co. 
219 W. Fourth St. 
Cincinnati 2, Ohio 


Anna May Dean 
The Buswell Mfg. Co. 
229 Merriam St. 
Bridgeport, Conn. 


Elma Hanson 

Blake, Moffitt & Towne 
84 Atlantic 

Seattle 4, Washington 


Ruth C. Johnson 





Century Metalcraft 


4440 N. Clark St. 


Chicago 40, IIl. 


Mary King 

Schlage Lock Co. 
P. O. Box 3215 
San Francisco, Calif. 






Mary M. Pearson 
Westcott & Thomson, Inc. 
109-115 N. 11th St. 
Philadelphia 5, Pa. 


Alta Robinson 

Detroit Oxygen & Acetylene Co. 
6535 Russell St. 

Detroit 11, Michigan 


Rita Robinson 
Mid South Oil Co. 
431 N. Dunlap 
Memphis, Tenn. 


Lois Rombough 
Paragon Plaster Co. 
300 W. Water St. 
Syracuse, N. Y. 


Eureka J. Scott 

Christian Peper Tobacco Co. 
727 No. First St. 

St. Louis, Mo. 


Opal Stemmer 

Brittain Brothers, Inc. 
800 N. Broadway 
Oklahoma City 2, Okla. 


Marie Ferguson—Secretary 
National Association of Credit Men 
One Park Avenue 

New York 16, N. Y. 


FOREIGN CREDIT INTERCHANGE 
BUREAU 


ADMINISTRATIVE COMMITTEE 


J. T. Wilson (Chairman) 
International Business Machines Corp. 
New York, N. Y. 


Max Adamsky 
D. C. Andrews & Co., Inc. 
New York, N. Y. 


R. F. Bray 
U. S. Steel Export .Co. 
New York, N. Y. 


E. C. Butland 
The Quaker Oats Co. 
New York, N. Y. 


F. E. Byrne 
Cannon Mills, Inc. 
New York, N. Y. 


L. D. Duncan 
National Distillers. Products Corp. 
New York, N. Y. 


A. N. Gentes | 
Guaranty Trust Co..of New York 
New York, N. Y. 


Henry Hugly 
Johnson & Johnson International 
New Brunswick, N. J. 
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F. Lejarza Saenz 
Mallinckrodt Chemical Works 
New York, N. Y. 


W. H. Lukens 
R. M. Hollingshead Corp. 
Camden, N. J. 


A. H. Mader 
American Chicle Co. 
Long Island City, N. Y. 


P. P. McGovern 
Manufacturers Trust Co. 
New York, N. Y. 


N. J. Murphy 
Chase National Bank 
New York, N. Y. 


Arthur Partridge 


Westinghouse Electric International Co. 


New York, N. Y. 


Fred R. Pinter 
Corneliussen & Stakgold, Inc. 
New York, N. Y. 


A. E. Reed 
The W. S. Tyler Co. 
Cleveland, Ohio 


C. A. Richards 
Interchemical Corporation 
New York, N. Y. 


G. McK. Roberts 
International General Elec. Co. 
New York, N. Y. 


Camilo Rodriguez 
Davol Rubber Co. 
Providence, R. I. 


Einer Sather 
Colt’s Patent Fire Arms Mfg. Co. 
Hartford, Conn. 


E. M. Shapiro 
California Packing Co. 
San Francisco, Calif. 


H. J. Sheehan 
Norton Company 
New York, N. Y. 


R. C. Thompson 
The Electric Auto-Lite Co. 
New York, N. Y. 


Rudolph Vogel 
Pillsbury Mills, Inc. 
New York, N. Y. 


Wilbert Ward 
National City Bank of New York 
New York, N. Y. 


R. A. Wood 
American Paper Exports, Inc. 
New York, N. Y. 


BUREAU COUNCIL 


A. H. Ahlers 
Owens-Illinois Glass Co. 
Toledo, Ohio 


CREDIT AND FINANCIAL MANAGEMENT, August, 1947 


R. M. Binney 
First National Bank of Boston 
Boston, Mass. 


W. R. Dunn 
General Foods Corp. 
New York, N. Y. 


John Fischer 
Bank of New York 
New York, N. Y. 


R. P. Furey 
Central Hanover Bank & Trust Co. 
New York, N. Y. 


G. A. Hankins 
Goodyear Tire & Rubber Export Co. 
Akron, Ohio 


J. J. Kelly, Jr. 
Bank of the Manhattan Co. 
New York, N. Y. 


E. B. Mackenzie 
Corn Exchange Bank & Trust Co. 
New York, N. Y. 


S. F. Majestic 
Chemical Bank & Trust Co. 
New York, N. Y. 


G. J. Messemer 
Irving Trust Co. 
New York, N. Y. 


A. W. Peck 
The Stanley Works 
New York, N. Y. 


A. J. Peltier 
Industrial Brownhoist Corp. 
Bay City, Mich. 


S. C. Olson 
Montgomery Ward & Co. 
Chicago, II. 


J. A. Stahl 
Bankers . Trust Company 
New York, N. Y. 


J. L. Thompson 
Yale & Towne Mfg. Co. 
Stamford, Conn. 


E. J. Toner 
Philadelphia National Bank 
Philadelphia, Pa. 


B. W. Unge 
City National Bank & Trust Co. 
Kansas City, Mo. 


R. T. White 
Cleveland Trust Co. 
Cleveland, Ohio 


NATIONAL FRAUD PREVENTION 
COMMITTEE 
William G. Betsch (Chairman), 


Wm. Iselin & Co., Inc. 
New York, N. Y. 


R. C. Kramer 
American Lady Corset Co. 
Detroit, Mich. 








Elmer T. Larson 
W. D. Allen Mfg. Co. 
Chicago, IIl. 


. Lester Prink 


J. P. Maguire & Co., Inc. 
New York, N. Y. 


Ray Shannon 
Weyenberg Shoe Mfg. Co. 
Milwaukee, Wis. 





Erie: This is the picture of a builder 

About one year ago a new credit men’s 
association came into being in Erie, Pa. 
At the organization meeting, J. M. Bucke- 
lew was elected President, but a short 
time thereafter he was transferred to 
Chicago. In his stead Henry Crossley, 
the Crossley Company, was elected Pres- 
ident, and under his guidance Erie has. 
acquired solid roots and is doing great 
work in its territory. 

Recently F. Earl Bonnell, Erie Steel 
Construction Co., was elected President 
to succeed Mr. Crossley. This is our 
little tribute to retiring President Cross- 
ley, who helped to build the Credit Man- 
agers’ Association of Erie into a strong 
and vital link in the National chain. 


Milwaukee: National Director 
Frank G. Herbst has been elected 
President and General Manager of 


the Herbst Shoe Manufacturing 
Company, succeeding his brother, 
Wallace, who died July 19. 





R. E. Pusey Is Honored 
By Radio Station KDKA 


Pittsburgh: R. E. Pusey, auditor and 
office manager of Westinghouse Radio 
Stations, Inc., which operates station 
KDKA, was honored recently by a pres- 
entation of a pin. for 20 years’ service. 


St. Louis Holds Annual Picnic 


St. Louis: The St. Louis Association 
of Credit Men held its 8th annual picnic 
and family outing at Funk’s Grove, 
Grover, Mo., on July 19th. It was a 
full day affair with stunts and. races for 
all, softball, corkball, horseshoes and 
what have you. bhi 8 ee 
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Uncle Sam's Payroll 


Consolidaied table of Federal personnel inside and outside continental United States 


employed by the executive agencies during May 1947. 


— 


Departments or Agencies May 
Executive Departments 
(except War and “i ee 
Agriculture oe 
Commerce Department. . 
Interior Department 
Justice Department 
Labor Department 
Post Office Department................... 
State Department 
Treasury Department 
Emergency War Agencies 
Office of Defense Transportation 
Office of Scientific Research and Development 
Selective Service System 
Postwar Agencies 

Council of Economic Advisers 42 
Office of Government ret: 141 
Office of Housing Expediter. . 13,381 
Office of Temporary Controls: 

Office of War Mobilization and Reconversion 

Office of Price. Administration 

Civilian Production Administration 
Philippine Alien Property Administration. .. 
Price Decontrol Board 
U. S. Atomic Energy Commission.......... 
War Assets Administration 

Independent Agencies 

American Battle Monuments Commission. . 
Bureau of the Budget 
Civil Aeronautics Board 
Civil Service Commission. . 
Export-Import Bank of Washington... 
Federal Communications Commission 
Federal Deposit Insurance Corporation 
Federal Power Commission 
Federal Securi 
Federal Trade 
Federal Works 
General Accounting Office 
Government Printing 
Interstate Commerce Commission 
Maritime Commission 
National Advisory Committee for Aeronautics. 
National Archives. . _— 
National Capital Housing Authority. . 
National Capital Park and Planning Com... 
National Gallery of Art 
National Housing Agency... 
National Labor Relations Board. 
National Mediation Board 
Panama Canal 
Railroad Retirement Board. . Fee ae 
Reconstruction Finance Corporation. 
Securities and Exchange Commission. 
Smithsonian Institution, ..... , patie. 
Tariff Commission... .{.. 
Tax Court of the United ‘States. . 
Tennessee Valley Authority. . 
Veterans‘ Administration 227,109 


Total, excluding War and Navy Depts... .| 1,272,579 
Net decrease, excluding War and Navy Depts.|.......... 
Navy Department °370,317 
War Department 
Inside continental United States 7 
Outside continental United States 2162,157 | 156,035 


Total, including War and ee Depts... .| 2,205,010 
Net decrease, including War and Navy Depts. SW eMalie SAbwk seloie 


7,418 


103 
9,236 
4 


123 
13,884 
225,801 


"$366,061 
391,129 


1 Adjusted from previously reported figure of 2,621. 
2 As of Mar. 31, 1947. 
3 As of Apr. 30, 1947. 
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1,264,867 


2,178,092 


15,424 
26 


Increase | Decrease 


For our subject this month we go 
south to New Orleans where lives O. G. 
H. Rasch, who is simultaneously Presi- 
dent of United Distributors, Inc., and 
Vice-President of Arrow Engineering 
and Manufacturing Company, makers of 
electrical switch boxes. 

Mr. Rasch is a man of many parts 
having been at one time or another 
President of a wholesale supply house, 
chain store operator, college professor 
and author. He started as an office boy 
and has been successively clerk, credit 
manager, auditor, store manager, and 
sales manager. After one year as profes- 
sor of Accounting and Mathematics at 
Holy Cross College he entered the bus- 
iness world, his first job being with 
Auto-Lec Stores, Inc., in 1923. Between 
then and 1944 he held almost every posi- 
tion of responsibility in his company and 
rose to be general manager. 

In 1944 he left Auto-Lec to accept the 
presidency of United Distributors, Inc., 
where he is now. He is also a manage- 
ment consultant and a director of many 
other companies. 

Mr. Rasch is the author of a 267-page 
book, “Men Wanted,” which describes 
in detail the means by which men and 
women engaged in chain store work can 
reach the top. The book has enjoyed 
a wide popularity and has been favorably 
reviewed on all sides. He has also con- 
tributed several articles to this publica- 
tion. 

A graduate of Soule Business College 
and Tulane University, Mr. Rasch is 
44 years old, is married and has two 
daughters and a granddaughter. 


Detroit Cruise August 1 


Detroit: The Detroit Association of 
Credit Men set sail in a body on August 
Ist for a three-day cruise to Harbor 
Springs and Mackinac Island. The party 
left Detroit at 7 p.m. on Friday evening 
and arrived in time to spend the next 
evening at Harbor Springs. The morning 
of Sunday was spent at Mackinac Island 
after which*the party re-embarked for 
Detroit, arriving on Monday morning 
at 7. 


42,342 
918 
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Simplifying Credit Procedures 
(Continued from page 32) 


The second part of the description consists of a listing 
of the duties performed by the incumbent. In preparing 
this list, usually, it has been found that best results can 
be obtained by having the incumbent do it initially and 
then he and his immediate superior review it for com- 
pleteness, organization of related items, clarity and con- 
ciseness. Final review and approval of the position 
description are provided by the department manager 
after which a copy is placed in the office library for 
reference by the staff at any time. 

Referring once more to the listing.of duties or respon- 
sibilities, each item is supported by an explanation in 
sufficient detail so that it is defined specifically and 
clearly. For example, one of a senior credit man’s 
responsibilities might be “to see that comparative finan- 
cial statements are prepared promptly and properly.” 
The supporting explanations could specify that only the 
more involved statements would be handled by the 
senior. For all others, he would supervise the prepara- 
tion by an assistant credit man, a comparative statement 
clerk or whomever else might regularly be assigned to 
the work. Also, reference would be made specifically to 
the procedure to be followed. 

All positions in the department are covered as out- 
lined in the foregoing with the result that management 
can coordinate responsibilities, be certain that all re- 
sponsibilities assignable to the department are provided 
for and, finally, fix responsibilities with specific em- 
ployees. 


Written Procedures 
After establishing a record of duties or responsibili- 
ties, the next step is to prepare written procedures 
relating how to perform those duties, excluding those, 
of course, requiring exercise of judgment. By so doing, 


a guide is provided for the person performing a particu- 


lar duty. This is not only desirable for new employees 
being trained but also serves as a reminder to experi- 
enced employees that there is a right way to perform 
work. This serves to prevent dangerous shortcuts or, 
on the other hand, following a routine which is ineffi- 
cient. Consequently, if management performs its check- 
ing function and finds that procedures are being fol- 
lowed, there is reasonable assurance that credit and 
collection problems will tend to be minimized. 

The preparation of a procedure requires a thorough 
knowledge of all of the details in the department in order 
that the simplest and most effective’ method of perform- 
ing the duty under consideration is followed. Care must 
be taken that any related items within a procedure or 
with other procedures are cross referenced and that 
duplications or duties are avoided. 

There is an advantage in preparing the position de- 
scriptions before attempting to provide procedures be- 
cause the position descriptions can act as check lists 
later to determine that all phases of work have been 
covered by procedures. 


Descriptions Should Be Detailed 


To be effective, a procedure must relate the step by 
step method of performing a duty. It is necessary that 
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it be in considerable detail and that it be stated in simple 
language. 

In a foregoing reference to position descriptions, a 
responsibility of a senior credit man was used for illus- 
trative purposes. It was: “To see that comparative 
financial statements are prepared promptly and prop- 
erly.” In the elaboration that followed it was stated that 
statements were to be prepared in accordance with a 
procedure; to follow through with the same illustra- 
tion, the procedure referred to would state its purpose, 
what individual is to prepare the comparative statements, 
under what conditions they are prepared, where they 
are filed and how the various items on a financial state- 
ment are to be classified in relation to the line descrip- 
tions on the comparative statement form. The last named 
point is important. It assures uniform handling of items ; 
otherwise, one person might treat treasury stock as an 
asset and another as a deduction from capital stock 
issued ; accounts receivable from officers and employees 
might be shown on one comparative as a current asset 
and on another under miscellaneous assets. Also, a 
carefully worded set of instructions permits all but the 
more complicated statements to be transferred to a 
comparative form by persons with little or no knowledge 
of accounting or experience in statement preparation. 


“Deskilling” Duties 


Some elaboration of this procedure can serve as a 
good illustration of how it is possible to deskill a duty. 
The preparation of comparative statements is a phase 
of work ordinarily associated with accounting. Account- 
ing is looked upon as requiring a .certain amount of 
training and skill. Senior credit men, although not neces- 
sarily expert accountants, do have the ability to prepare 
comparative financial statements and it is frequently 
considered as one of their duties. The senior credit man’s 
position is a relatively highly paid one; therefore, any 
of the duties usually associated with the position which 
can be simplified and assigned to positions of lesser 
importance is a step in the right direction. With regard 
to the preparation of comparative financial statements, 
this can be done by providing a comparative statement 
form which is adequate, e.g., the line captions are for 
those accounts most often encountered, there are suffi- 
cient blank lines for insertion of account descriptions 
met less frequently and all lines should be numbered 
consecutively. The next step is to supplement the pro- 
cedure with a loose leaf manual which can be described 
as a comparative statement analysis guide. It should 
contain a complete list of account names. Under each 
name should appear an explanation which, among other 
things, specifies exactly, by line number, where the 
item, as shown on the financial statement, should be 
entered on the comparative form. With the aid of the 
guide, it is surprising how much of the comparative 
work can be performed by someone of a clerk’s status. 

In summarizing the subject of procedures, there is a 
definite relationship or tie-in with position descriptions, 
responsibilities are fixed, duplication of effort is avoided 
and general efficiency is improved by the use of simple 
and direct methods of work. 

At this stage of our discussion, it might be appropriate 
to consider some form of a training program for staff 
members. Its place in the picture will be more apparent 
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later on. First of all, it is believed that any such pro- 
gram will be more effective if kept relatively informal 
and if an academic appproach is avoided as much as 
possible. This reference to an academic approach per- 
tains only to an internal program and not to any efforts 
on the part of an employee to improve himself by at- 
tending night school. For example a few suggestions 
which might be helpful in developing this program are: 

1. Hold staff meetings periodically with key personnel 
and understudies and trainees, if any, attending. Gen- 
erally, once a week should be sufficiently frequent, 
unless matters of immediate importance require review. 
Although the meeting should be planned by management, 
it is more effective if conducted informally. The meeting 
should be kept as brief as possible. 

2. In these staff meetings bring up for discussion 
involved credit and collection cases which are of current 
importance and encourage all present to participate in 
analysis of these cases and a proper solution of them. 


Opportunity to Discuss Laws 


3. Credit cases involving application of laws such as 
those, for example, pertaining to bankruptcy, taxes and 
assignment of accounts receivable can be discussed to 


excellent advantage in staff meetings. It is believed that. 


the interpretation of the law is likely to be more nearly 
correct and the details more firmly fixed in mind by 
group discussions than would be the case if each indi- 
vidual made his own approach. 

_4, A rather general familiarity with the manufactur- 
ing or warehousing of the products being sold undoubt- 
edly influences credit granting judgment. Consequently, 
as a part of a training program, it might be well to ar- 
range every few years for staff members to spend a day 
at their plant or warehouse. 


Bank Training 


5. It has been found by trial that new and inexperi- 
enced employees, after having worked in the credit de- 
partment for a sufficient length of time to get acquainted, 
benefit from exposure to a bank’s credit granting pro- 
cedures. Probably no difficulty would be encountered in 
arranging with the bank for the employee to spend a 
half of each day, preferably the morning, for a period 
of about two weeks in the bank’s credit department. His 
activities can be scheduled by the bank so that he has 
an opportunity to observe each step of the bank’s prac- 
tice from the time an application for a loan is received 
until final disposition of the application is made. During 
this two-week period arrangements can be made with 
the bank to place considerable emphasis upon the prep- 
aration, analysis and interpretation of financial state- 
ments. The advantage of this training is not only one of 
becoming acquainted with bank technique but also 
fosters friendship between the bank’s employees and the 
trainee. Upon conclusion of the sojourn at the bank, 
the trainee should prepare a report covering his observa- 
tions and, as a result of these observations, any sugges- 
tions for improvements in his own department. 


Personal Contacts 


6. Personal contacts with customers, banks and others 
for the purpose of securing credit information are one 
of the best means of developing trainees and of keeping 
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the experienced credit men at peak form. In order that 
maximum benefits be derived from contacts, a report 
should be written. Some of us probably pencil a few 
brief notes at the bottom of a letter, or on some other 
paper in the file, covering the high points of the inter- 
view and let it go at that. However, if it is worth the 
time to confer with someone, it is likewise worth the 
time to dictate a reasonably complete account of not 
only the high points but also the detail and background. 
The resulting information is valuable, of course, but of 
considerable importance is the effect on the interviewer. 
Knowing that a complete report is required, and that it 
will be reviewed by his superiors, he is inclined to be 
alert during the interview and to exercise his curiosity, 
within proper bounds, so that his report will be evi- 
dence of a job well done. If this practice is followed 
constantly, it likely develops a desirable permanent char- 
acteristic in the employee. 


Reports Should Be Formal 


A little formality or organization in the form of a 
report will tend to make it more complete and easier 
to read. First of all, a report should be written on paper 
of a distinctive color, so that it is easily identified among 
other papers in a file. Also, certain appropriate captions 
can be printed or mimeographed at the top of the report, 
so located that a minimum of space is used. A suggested 
heading consists of the following captions: 

Date of Contact - 

Name of Customer 

Location of Customer 

Person Contacted 

Title of Person Contacted 

Name of Accompanying Sales Representative 
Reason for Contact 

As to other captions in the body of the report, if it is 
brief: “Remarks” and “Recommendation” or “Conclu- 
sions” are sufficient. On the other hand, if the report is 
rather comprehensive, some of the additional captions 
could be: “Finances,” “Management,” “Banks,” “Opin- 
ion,’ “Manufacturing Operations” or whatever would 
be in keeping with the nature of the information being 
reported. 


Special Reports 


Sometimes it is desirable to prepare a special report 
on a particular phase of an investigation. For example, 
as a result of an analysis of bad debt losses over a period 
of years, several companies have recognized the im- 
portance of an accurate and complete appraisal of cus- 
tomers’ managements, particularly in those cases where 
exposures are large in relation to financial position. 
Consequently, in an effort to encourage a thorough ap- 
praisal of management by credit investigators, a guide 
has been prepared which can be used both as a check 
list and as a report. It would not be practicable to enu- 
merate all of the points covered by the guide. However, 
a general description may suffice. The purpose of the 
guide is to enable the investigator to assemble sufficient 
information about each member of key management 
so that an opinion of its quality can be expressed. One 
section of the guide covers such information, for each 
individual, as health, outside interests, education, train- 
ing, experience, etc. The other section deals with more 
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specific points peculiar to the requirements of the posi- 
tion. For example, the leadership qualities of the general 
manager, the credit policy of the financial officer, and 
the degree of cost control by the accounting officer are 
typical of the information the investigator attempts to 
develop. 

The effective technique in the use of this guide pre- 
cludes any approach on a questionnaire basis. Rather, 
the investigators should study the requirements of the 
guide so that reference to it during an interview is un- 
necessary. Also, it should be kept in mind that a man- 
agement survey report prepared along the lines set 
forth in the guide is applicable only to a special situa- 
tion which may not arise more than a half dozen times 
a year. | 

These comments on a training program are not in- 
tended to represent a complete or a balanced project, 
but, rather a nucleus around which to build. 


Credit Rating Systems 


The next step is to provide a means for manage- 
ment to appraise the personal qualifications and the 
performance of each employee so that there is a basis 
for corrective and constructive action with the view 
to improve performance. True, from day to day 
observations are made with regard to this, but they are 


more than likely casual and haphazard with unfair , 


opinions sometimes resulting because of judgment based 
on a single occurrence rather than upon consfderation 
of the several factors necessary to judge properly. A de- 
liberate and systematic approach can be made by annual 
or biennial merit ratings. Usually, in a department 
where most of the activities are supervised directly by 
the manager, he prepares the ratings. If there are other 
levels of supervision, then the person above the indi- 
vidual being rated does the rating and the manager 
reviews only. 


Objectives of Credit Ratings 


Some of the objectives in the preparation and use of 
merit ratings are: 

1. To obtain maximum utility of personnel through 
a knowledge of their strengths and weaknesses. A rating 
might disclose that an employee: 

a. Is not suited for his present position or any other 
position in the organization. 

b. Has qualifications which indicate he would be more 
valuable in another position. 

c. Is qualified to assume the duties in a position of 
greater importance and responsibility. 

d. Requires additional experience, closer supervision, 
training and corrective measures to qualify better for 
his present position or. for promotion. 

2. To enable management to understand better the 
problems and duties of subordinates. This has a ten- 
dency to improve morale and efficiency. 

3. To provide understudies, particularly for key posi- 
tions, by advance selection and preparation so that va- 
¢ancies can be filled without a break in the effective 
performance of an organization. 

4. To serve as a basis for establishing salary rates for 
positions as well as for determining merit increases in 
salaries for individuals. 

Although merit rating plans vary somewhat accord- 
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ing to requirements, there are certain principles more 
or less common to most of them. 

The following are some of the steps in preparing a 
rating : 

1. Review the duties for the position as set forth in 
the position description. 

2. For each duty determine the effectiveness with 
which it is discharged, i.e., the quality and the result of 
performance. This is rated as above normal, normal or 
below normal, as the case may be. 

3. Rate productivity as above normal, normal or 
below normal. 

4, List the factors which favorably or unfavorably 
influence the incumbent’s performance. A few of those 
factors might be education, initiative, dependability, pro- 
crastination, reaction to criticism or advice, self control, 
appearance and social compatability—and there are 
many more which could be considered. 

5. For those factors which are an influence, determine 
how and to what extent they affect the incumbent’s 


- work. 


6. After a study of the information thus developed, 
it is probably possible to arrive at rather accurate an- 
swers to such questions as: 

a. Is employee properly placed? 

b. If not, for whatever other department or type of 
work is employee better suited, and why? 

c. If promotional material, to what specific positions 
can employee be promoted? 

d. Is employee qualified for promotion now; if not, 
ho wsoon? 

e. What difficulties will retard employee’s develop- 
ment ? 

f. What is being done or planned for improving em- 
ployee’s performance or correcting his difficulties? 

With answers to questions of the kind listed above, at 
least some of the objectives set forth previously can 
be met. 

Later on, generally within a period of six months, 
each rating is reviewed to determine that the required 
action has been taken, particularly with regard to train- 
ing and developing, and to appraise the results. 


How to Avoid Resentment 


In some instances when a merit rating plan was 
inaugurated, the procedure was to have the employee 
being rated fill in certain information on this form, and 
then, when the rating was completed by his superior, 
the results were discussed with the employee. How- 
ever, it was observed that the foregoing practice had 
the tendency, in some cases, to cause the employee to 
assume a defensive attitude bordering on resentment. 
This is understandable because it is a common human 
characteristic to shy away from anything that suggests 
that there is a check-up in progress. It also engendered 
a fear in some individuals that their positions were 
in jeopardy. Obviously, resentment and fear are not 
conducive to high morale. This objectionable prac- 
tice, however, was corrected by a change in technique 
which did not detract in any way from the value of 
merit ratings. The change referred to was simply 
that the employee no longer participated in any phase 
of the preparation of the merit rating nor was it per- 
mitted to become general knowledge in the office that 
ratings were being prepared. When it came to dis- 
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cussing the results of the rating with the employee, it 
was done casually in the course of normal office con- 
tacts so that in no way was the discussion identified 
with the rating. 


Efficiency in Methods 


Up to this point we have dealt entirely with the train- 
ing and developing of personnel. The position descrip- 
tions record what employees’ duties are and the several 
procedures outline how those duties are performed. 
Supplementing these are a few suggestions that man- 
agement can follow to provide direct training. Finally, 
the merit rating provides the medium for determining 
the suitability of employees in their jobs, whether or 
not they are making progress and further provides 
a means of determining additional training activities. 
The net result of all these steps should be one of im- 
proved efficiency. 

The next step is to provide personnel with efficient 
methods for performing their duties. In order to 
develop an illustration or two we will consider the 
two activities in a credit department to which a major 
portion of time is devoted. One is correspondence and 
the other is credit approval of what might be described 
as run of the mine orders. 

The more prevalent procedure followed in writing 
a letter is for the correspondent to dictate, a stenog- 
rapher to take the dictation in shorthand and then for 
her to transcribe the shorthand and finally to address 
an envelope. 

First, just as a matter of record, the dictating 
machine is mentioned. The chief advantage in using it 
is that a stenographer’s output is increased materially 
in that the time consumed ordinarily in taking dictation 
can, instead, be devoted to typing or to other duties. 
No elaboration on this well known kind of equipment 
seems necessary. 


Form Letters 


A subject which appears to be coming less con- 
troversial as time goes on is the use of form letters. 
Objections to form letters are based mainly on the 
premise that they detract from the dignity of companies 
or that they lack the personal touch necessary to get 
desired action or that they may cause slipshod work 
by correspondents. Some of the objections just men- 
tioned are not without cause, but by the proper appli- 
cation of form letters to certain situations and by use 
of proper types of letters, probably the objections can 
be overcome to a large degree. 

There are three general types of form letters: 

1, Those printed, duplicated or mimeographed for 
which greatest use is intra-company, although there 
are situations where their use also is appropriately 
inter-company. 

2. Individually typed letters based upon previously 
prepared master form letters. 

3. Letters produced on automatically operated type- 
writers. 

There may be sound objections to the general use 
of a Printed Form Letter. However, if confined for 
the most part to intra-company communications, it is 
unlikely to be objectionable and will save much dictat- 
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ing and typing time. Examples of form letters which 
probably would be used frequently by the credit depart- 
ment in communicating with other departments are 
requests to the sales department for approvals of 
deductions made by customers, or requests directed 
to the accounting department for extra copies of 
invoices. However, if there are a sufficient number and 
variety of such intra-company inquiries, a printed check 
list is a great time saver. 


Inter-Company Use 


With regard to inter-company use of form letters, 
it has been noticeable during the last few years that 
more and more credit departments handle their trade 
inquiries through the medium of a printed form letter 
and it is believed that these letters receive just as much 
attention as would be the case if individually typed— 
probably because of wide acquaintanceship among credit 
executives and an awareness and appreciation of credit 
management problems. 

“Individually typewritten form letters, while not as 
time saving as printed ones, nevertheless save consider- 
able dictating time and have the “personal touch” fre- 
quently desired. The usual practice is to supply cor- 
respondents and typists with a sample of each form 
letter properly identified with a number or a symbol. 
When the correspondent requires a certain letter to 
be typed, the file is marked with the identifying symbol 
and then passed on to the typist who copies the letter 
from the sample indicated by the symbol. 


Automatic Typewriters 


The newest development in the way of form letters 
is the Automatic Typewriter, which mechanically 
operates on the principle similar to that of the player 
piano. The economy effected by using it is determined 
pretty much by the volume of correspondence s0 
handled. The first step is to compose a letter. Then, 
by using a perforating machine, a record of the letter 
is cut on a roll of paper quite similar to the player 
piano roll. From five to fifteen different letters can 
be cut on one roll. As a letter is being typed, the roll 
unwinds and perforations pass over matching air-valve 
slots which open snap bellows and they in turn pull 
down the typewriter keys. 


Types of Machines 


There are three types of machines manufactured by 
one company. The standard machine is designed for 
typing the same letter over and over again where a 
large number of one particular letter is wanted. The 
roll, in this application, is cut for only one letter and 
is used particularly for circular letters where a pet- 
sonalized appearance is desirable. Usually, for this 
purpose, the operation of the machine is not inter- 
rupted for inserting the name and address on each 
letter, this being done on regular typewriters. Then, 
there is the selector model which permits the selection 
of any one of from five to fifteen letters by merely 
turning a dial to the symbol representing the desired 
letter. Finally, the push button type provides for the 
selection of either specific letters or of a series of para- 
graphs which will result in a complete letter. In the 
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case Of paragraphs the selection. is done by pushing 
buttons in the order in which the ‘paragraphs are to 
be typed. 

In actual practice all the correspondent needs to do 
is to indicate on his file, by using a symbol or numeral, 
the particular kind of letter to be written and pass the 
fle on to the machine operator. The rest of the han- 
dling already has been described. 

The advantages of this type of equipment are rather 
evident. Aside from the claims that the machine oper- 
ates from a third to a half faster than a manually 
operated typewriter, the typist is free to do other work 
while the machine is operating. Also, as in the case 
of other types of form letters, dictation time is 
eliminated. 


Other Time Savers 


In connection with saving time for typists, consider- 
ation might be given to using fan-fold letterheads 
which save the time ordinarily used for picking up 
stationery and inserting it in the typewriter. This is 
particularly advantageous if the number of copies of 
letters is standardized. Also, if fan-fold stationery is 
used, there is a contrivance on the market which makes 
it unnecessary to insert sheets of carbon each time a 
letter is started. After the required sheets of carbon 
are inserted in the first set of fan-fold sheets, they are 
pulled into the next set wherf the completed letter is 
taken from the machine. This eliminates the necessity 
of picking up two or more sheets of paper, inserting 
the carbons and then lining them up by jiggling on 
the desk before placing in the typewriter. 

Another time saver is the use of window envelopes. 
Ordinarily, they are associated with the mailing of 
invoices and month-end statements. Concerning using 
them for mailing correspondence, some of us may be 
prejudiced somewhat because of the feeling that they 
are not in keeping with the dignity of our office or 
companies. However, how many persons who read 
letters ever see the envelopes in which they are re- 
ceived? Usually, mail is sorted, opened and the con- 
tents removed by a mailing room employee, a depart- 
mental clerk or a secretary and the envelopes dropped 
in a wastebasket. Although it is not suggested that 
window envelopes be adopted for all correspondence, 
they could be tried with routine collection letters and 
trade inquiries. The advantage is obvious in that it 
saves the time ordinarily consumed in addressing 
envelopes. 


Credit Limits 


Next, we have for consideration the matter of credit 
limits. It is an old subject and has been discussed many 
times. However, a recent installation will be described 
with the thought that a few different ideas might be 
involved. 

A primary objective of using credit limits is to deskill 
credit granting, to the extent that it is consistent with 
safety, so that a substantial number of orders can be 
handled daily by an employee who needs no knowledge, 
experience or training in connection with credit grant- 
ing responsibilities. Two of the results in meeting 
this objective can be (1) A payroll economy because 
clerks would perform work which otherwise would be 
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done by more highly paid personnel such as credit men 
and (2) Credit men could devote more of their time 
to the analysis of individuai credit cases requiring their 
skill instead of rushing through them because of insuf- 
ficient time resulting from attention given to routine 
credit work. 


Limits Carefully Determined 


It should be kept in mind that an effective credit 
limit plan is characterized by carefully determined 
limits so that they are not too low causing orders to 
be referred unnecessarily to the credit men for han- 
dling nor too large so that undesirable risks are taken. 
Also, the plan should embody a method of records so 
that necessary controls are maintained. As a matter 
of fact, if certain records are maintained in connection 
with the use of limits, those limits may be higher, with 
a reasonable degree of safety than otherwise would be 
the case. 

It would not be practicable here to give a step-by- 
step explanation of the procedure followed in the han- 
dling of orders under a credit limit plan, but a general 
idea can be obtained from the following description. 

Visible Index Card files are used. Each card is 
divided into three sections. The first is for the name 
and location of the customer, terms, the credit limit 
and any special instructions; the second is for posting 
approved orders and the third for recording perform- 
ance of the account. 

Insofar as the first part of the card is concerned, 
only the credit limits require any explanation. They 
are determined by qualified credit men and reviewed 
at least once a year, but may be modified at any time 
that new information is received. For the plan to be 
effective, a maximum number of accounts must have 
limits. However, if the risk for any account is of 
a degree that skilled handling is required, a card is 
not prepared, which precludes approval of orders for 
that account by a clerk. 

In the second part a record of approved orders is 
maintained. The information consists of the date, de- 
scription of material, order number, total value of the 
order and a distribution of the value in subsequent 
monthly columns, according to scheduled shipping dates, 
except for the order number, the information is abbrevi- 
ated so that actual writing is kept at a minimum. It is 
at this point that the limit comes into use. If the value 
of an order or orders scheduled for shipment within 
a given month exceeds the limit, the order entered last 
is referred to a credit man for further handling. 

In order to avoid the indiscriminate approval of 
orders, if the accounts are past due, the file copies of 
collection letters are routed across the clerk’s desk. 
The dates of these letters are posted on the cards and 
orders received for these accounts within thirty days 
from such dates are not approved without first deter- 
mining that the past due items have been paid. If 
unpaid, the orders are referred to a credit man. 


Facilitates Check-Outs 


One feature of the plan is that it facilitates and sim- 
plifies account check-outs. By check-outs is meant the 
routine of obtaining pertinent information from the 
accounts receivable ledgers. Information as to whether 
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specific invoices are paid or unpaid is sometimes de- 
scribed as a collection check-out. The obtaining of data 
relative to the balance owing, amount past due, high 
credit and performance is known as a credit check-out. 
Whenever a collection check-out is required, the col- 
lection file is referred to the clerk who examines the 
applicable credit card to see if a credit check-out is 
due in accordance with established time limits set 
according to the class of risk. If a credit check-out is 
due, a rubber stamp is placed on the collection file. 
The rubber stamp provides for the date of the check- 
out and the information described previously for a 
credit check-out. Consequently, when the ledger is 
open to the account information required by both types 
of check-outs can be obtained in considerable less time 
than would be the case if done separately at different 
times. Upon return of the collection file, the clerk 
posts the rubber stamp data to the credit card and 
passes the collection file on to the correspondent or 
to whomever handles the collection work. 

If a credit check-out is due but a collection check-out 
is not due, then the name of the customer and the 
location are written on a mimeographed form which 
provides for the same information as the rubber stamp. 
This form is sent to the accounting department for 
insertion of the required data and upon its return the 
information is posted to the credit card. 


Check-Outs Save Time 


For those offices which use some form of credit card 
_and follow a system of periodically referring them to 
the accounting department for the posting thereon of 
certain information from the accounts receivable 
ledgers, the foregoing procedure of check-outs saves 
considerable time used in pulling cards and later filing 
them upon return from the accounting department. 
The time required to place a rubber stamp on the col- 
lection file or to fill in the name and location of cus- 
tomer on a form is much less than the pulling and 
filing time and, in addition, cards are always available 
and time is not lost looking for them only to find that 
they are in the accounting department for a check-out. 

Another angle to keep in mind with regard to the 
plan is that the clerk is not required to use any judg- 
ment in approving credit. The procedure is in con- 
siderable detail and is specific as to what is to be done. 
If any order is reviewed which does not meet all of 
the specifications as set forth by the procedure, it is 
referred to a credit man with appropriate coding to 
indicate reason for referring. Such reasons might be 
that the credit limit is exceeded, that there is no card 
in the file, that terms are shown incorrectly or that 
the name or location is not in accordance with the 
credit card. ; 

An objection which might be raised in connection 
with this plan is that time is used in posting orders 
to the card. First, all orders are not posted. As a 
general rule, if the value of an order or ‘series of 
orders in any one day is less than 10% of the credit 
limit, for example, but is not more than some specified 
amount, possibly $500, a posting is not made. Secondly, 
postings are made by a relatively low-salaried employee 
which more than offsets the cost if some other credit 
granting practice is followed requiring higher salaried 
employees such as credit men or assistant credit men. 
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The three principal features of the plan, then, for 
effective operation are: 

1. Carefully determined credit limits. 

‘2. An adequate record of orders so that limits are 
not exceeded. 

3. No element of judgment vested in the clerk. 

If the principles set forth are followed, the objec- 
tives of a credit limit can be met. 

In our talk, the endeavor has been to present some 
ideas for a balanced program which will enable credit 
managers to increase the efficiency of and effect econ- 
omies in the operation of their departments. Con- 
siderable emphasis has been placed upon the personnel 
factor because up-to-date equipment and other devices 
ordinarily associated with economical operations are of 
little value if properly trained and capable people are 
not available to use them. 

Among the many responsibilities of management are 
planning, coordinating activities and providing their 
staffs with the facilities necessary for satisfactory per- 
formance. If management fixes responsibilities by 
clearly outlining duties designating who is to perform 
them and describing how they are to be performed, 
and in addition sees that performance is evaluated 
and followed up with the necessary instructions and 
training to improve performance and, finally, provides 
the right kind of equipment and other devices, it is 
reasonable to expect effective and economical results 
and a peace of mind that comes with the confidence 
that work is being done satisfactorily. 


Credit and Foreign Trade 


(Continued from page 31) 

with people of excelient credit standing is a prime 
requisite, regardless of the manner of reimbursement. 
However, exchange shortage problems are generally 
beyond the ability of your customer to surmount, and 
it is therefore necessary to ascertain the exchange situa- 
tion in the respective market when selling on a basis 
involving the extension of credit. Such information 
can be readily obtained from foreign trade organiza- 
tions, Department of Commerce publications and others 
of similar character, and from your bank. With favor- 
able exchange information and experience, you can 
probably visualize the result you will have. 

Many credit men feel that a sight draft gives them 
fairly good protection and in many cases that is so. 
However, quite a few countries have exchange regula- 
tions which permit the sale of foreign exchange only 
after the clearance of the merchandise. This is accom- 
plished by releasing the documents attached to the 
draft against a deposit of local currency. In other 
cases, where merchandise clearance is not a necessity 
in order to obtain exchange, but where exchange is 
temporarily short, some exporters, in order to cooperate 
with their customers, will also permit the release of 
shipping documents against local currency deposits. 
When this is done, the exporter loses the protection 
which a sight draft normally affords, i.e., the release 
of controlling documents against payment in dollars. 
Although the local currency cannot be withdrawn by 
the customer, as it is the initial step in the obtainment 
of dollar exchange, neither can the shipper request any 
disposition to be made of the funds, and it therefore 
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remains a deposit until the importer presents documents 
showing that the merchandise has been cleared. Then 
the equivalent amount of dollars is remitted, after 
permission has been obtained from the Exchange Con- 
trol. Should the importer decide not to present the 
proper documents, the deposit remains as is, and he 
can then request a reduction in amount, on account 
of a real or fancied reason, and prevent the remittance 
until a settlement satisfactory to him is obtained. 

Some years ago, we had a case where a deposit had 
been made, but the importer refused to deliver the 
proper documents to the Exchange Control. After a 
lengthy wait, we communicated with our correspondent 
and pointed out that our customer had made the ship- 
ment in good faith and was forced to wait an unduly 
lengthy time for payment. Much to our surprise, we 
received the remittance and immediately thought we 
had hit upon some magic formula to get deposits con- 
verted without the consent of the drawee. Our corre- 
spondent later informed us that the remittance had 
been sent to us in error, and while the formula did not 
have a lasting value, it at least helped a customer out 
in one instance. 


Remittance Holding Can Be a Hazard - 


The number of cases in the past in which the importer 
has taken advantage of his position as the one who 
determines whether the remittance goes forward or 
not, has been few, but with a drop in prices after ship- 
ment has been made, or when a heavy influx of similar 
merchandise occurs in a country, creating a local situa- 
tion of over-abundance, it could become quite a hazard. 
In addition in some countries, the importer, under cer- 
tain circumstances, has the right to discharge his debt 
in a foreign currency by making a deposit of the 
equivalent in local currency at the prevailing rate of 
exchange. It is a good plan to have your bank include 
in its instructions to its correspondents, when forward- 
ing a draft for collection to a country where dollar 
exchange is not immediately obtainable, that a local 
currency deposit may be accepted if dollar exchange 
is not available, only if the drawee signs a written 
agreement to make good for any exchange deficiency 
due to fluctuation of local currency, and that the corre- 
spondent bank retain the draft until the dollars are 
remitted. While the written agreement probably does 
not have any legal standing, it usually has a persuasive 
effect on the depositor. 


Check on Import Licenses 


Shipping on a draft basis without a definite knowledge 
as to whether an import license has been obtained is 
also hazardous. An exporter shipped to a regular 
customer in Peru, assuming that the import license 
had been obtained. This had not been the case, and 
when the importer finally obtained the license, it did 
not permit the purchase of dollar exchange. Payment 
cannot be obtained by dollars purchased through the 
Exchange Control, and it is questionable as to whether 
the importer will endeavor to obtain the exchange 
through other channels at a higher rate. While the 
new procedure of furnishing details of the import license 
to the Peruvian Consul should eliminate a recurrance 
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as far as Peru is concerned, similar difficulties have 
happened in shipments to other countries. At present 
we have several collections on India on which import 
permits had not been obtained, but merchandise was 
permitted entry after payment of a fine. However, the 
Reserve Bank of India has continuously refused to 
allow conversion of the rupee deposits into dollars, and 
until permission is obtained, the exporter is in a 
difficult spot. 


Letters of Credit 


Letters of credit of the irrevocable type offer the 
best protection, but may not necessarily give you the 
protection that you expect. It is absolutely necessary 
to check the credit immediately and carefully, to see 
that it is the type of credit which you want, that it is 
a reasonable supposition that you will be able to con- 
form to its terms, and that its validity period is suffi- 
cient for you to manufacture (if goods are not immedi- 
ately available), prepare the merchandise for shipment, 
and present the documents to the bank opening the 
credit. Read the entire letter of credit carefully, as 
various banks have different wordings in their credit 
forms, and make sure that it is the type of credit you 
requested. If you wish the fullest protection, you will 
undoubtedly request an irrevocable letter of credit of 
a prime American bank. See that you receive such a 
credit, or else one which is issued as irrevocable by 
a foreign bank, and confirmed by a prime American 
bank, which is similar in protection. If the credit is 
not in either of these categories, it may be an irrevocable 
credit of a foreign bank, on* which the American bank 
which advises the beneficiary merely acts as paying 
agent, if it so chooses, when you present your docu- 
ments. In the event of non-payment by the American 
bank, you would necessarily have to look to the foreign 
bank directly for payment. That would mean that 
documents would have to be sent abroad and any diffi- 
culties arising would have to be settled directly with 
the foreign bank. A revocable credit can be cancelled 
at any time, with or without notice to the beneficiary, 
up to the time that payment is made, and does not 
offer anything more than a place to collect the amount 
due you. This form of credit was at one time used 
extensively, especially in certain types of export trade, 
but is seldom seen at present. 


Authority to Purchase 


Authorities to purchase, or A.P.’s, as they are more 
generally called, vary a great deal in coverage, and 
usually call for the presentation of documents accom- 
panied by a draft drawn by the shipper on the buyer, 
at sight or at time, sometimes “‘without recourse” to the 
drawer. Time drafts indicate that the bank abroad is 
financing the drawee on the particular transaction for 
a period after the arrival of merchandise. If the A. P. 
is confirmed by a prime American -bank and contains 
a proviso that the draft may be drawn “without re- 
course,” the protection received by the shipper is gen- 
erally equal to that of a confirmed, irrevocable credit. 
However, on account of its many forms, authorities to 
purchase should be examined very carefully. 

Be certain to conform to the terms of the credit in 
every detail, as this becomes more necessary than usual 
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when buyers look for any excuse to evade the acceptance 
of purchases made when conditions were more favor- 
able. We recently had a case involving a letter of credit 
which we were instructed to issue in favor of an Ameri- 
can export house. Among other conditions, the credit 
called for shipment of the merchandise to be made on a 
certain steamer from New York. The shipper found 
it more convenient to ship from another port and loaded 
the merchandise there on the same steamer named in 
the credit. When the documents were presented, there 
were a few minor discrepancies, in addition to the fact 
that the shipment was made from a port other than that 
specified. We could not pay because of the discrepan- 
cies in the documents and were requested to cable to 
our correspondents for permission to pay the documents 
as presented. We were advised that we should not 
pay, and with the shipment on the way, the problem of 
obtaining payment in accordance with original sales con- 
tract, or even getting the buyer to accept the goods at 
a lower price, became quite a difficult one for the ship- 
per. This is an extreme case, but is cited to show that 
the unexpected can happen, and sometimes does. 


Reasons for Refusal 


Drawings under letters of credit may be refused for 
various reasons, the most common being the following : 

a. Letter of credit expired or the time for shipment 
expired. 

b. The invoice or the draft exceeds the amount of 
the letter of credit. 

c. Charges on the invoice are not authorized in the 
letter of credit. 

d. Insurance coverage is not complete either as to 
amount or the risks covered. 

e. Date of the insurance certificate is later than the 
date on the bill of lading. 

f. The ocean bill of lading is not “clean,” that is, it 
bears notations that qualify the good order and condi- 
tions of the merchandise, or its packing. 

g. Bills of lading do not include “On Board,” or the 
“On Board” endorsement on bills of lading or changes 
on bills of lading are not signed by the steamship com- 
pany, or initialed by the same party who signed the 
bills of lading. 

h. Bills of lading are made out to “order,” whereas 
the credit stipulates “Straight” bills of lading, or vice 
versa. “Order” bills of lading to some countries are 
prohibited and heavy penalties or additional duties are 
assessed for failure to ship on a “Straight” bill of lading. 

i. Descriptions, marks and numbers of the mer- 
chandise do not appear the same on all the documents 
presented, or as called for in the letter of credit. 

j. All the documents required under the letter of 
credit are not presented. 

k. Invoice covers “Used,” “Second Hand,” or “Re- 
built” merchandise or machinery for which specific au- 
thorization is not incorporated in the terms of the letter 
of credit. 

1. Invoice does not set forth terms of shipment as 
stipulated in the letter of credit, such as C.F., C.I.F., 
F.O.B., F.A.S., ete. 

m. Documents are “Stale Dated,” i.e., not presented 
to the opening bank promptly after date of their issu- 
ance. 
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In the May issue of Credit 
and Financial Management we 
ran an advertisement for E. B. 
Moran’s book, The Credit Side 
of Selling, in which a price of 
$1.30 was quoted for lots of one 
dozen or more. Since then, how- 
ever, people have reported or- 
dering twelve or more and 
being billed for $1.40 each. 

Mr. Moran asks us to say 
that soon after that advertise- 
ment was published the Print- 
ers’ union and the Binders’ 
union both received increases 
in wages which forced the price 
of his book up another ten 
cents. 


n. Bill of lading does not indicate “Freight Prepaid,” 
as stipulated in the letter of credit. 

o. Bill of lading not marked “Freight Prepaid” when 
freight charges are included in the invoice. 


Have Documents in Order 


It is more essential than ever to have the documents 
in order, as banks are extremely careful to see that 
documents are the same as required in the letter of 
credit. Should a bank take documents that are not in 
conformity with the credit, and pay the beneficiary, the 
buyer, through the bank abroad, can refuse to accept 
the documents and therefore the bank finds itself the 
owner of merchandise located in a foreign country. 
Once payment is effected by the credit-issuing bank, 
there is no further recourse against the beneficiary ex- 
cept in the case of fraud, regardless of whether the 
credit was issued on a revocable or irrevocable basis. 
While some of the discrepancies can be corrected, addi- 
tional delays occur in so doing. On such differentials 
where a cable is sent to the foreign bank, requesting 
permission to pay against documents as presented, the 
buyer’s refusal to agree may give him a chance to avoid 
accepting the shipment, and place you in a position of 
having merchandise abroad without a means of obtain- 
ing payment. 

Some exporters are inclined to give guarantees cov- 
ering discrepancies in documents presented. By so do- 
ing, the beneficiary loses the protection of the letter of 
credit, and should the documents be refused by the 
buyer, the payment received under guarantee must be 
returned. Under present circumstances, the giving of 
guarantees involves more risk than normally and should 
be avoided whenever possible. 


Foreign Business Is Worth While | 


Perhaps all this appears to present a rather hopeless ~ 
picture, making some feel that foreign business is not | 
worth all its risks and difficulties. This definitely is | 
not the case, as similar problems were just as plentiful 
in the 1930’s. Those who were engaged in export at © 
that time will recall that the average well-run export | 
department was able to equal, if not better, the credit 
experience of their domestic sales group, and there is 
no reason why this record cannot be continued by fol- 
lowing the established principles of extending credit 
and taking advantage of the information which is so 
readily available. 


CREDIT AND FINANCIAL MANAGEMENT, August, 1947 





